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ABSTRACT 


TITLE: The Goneept of Whole-Dollar Acoounting and Its Possible 
Application in the Nevy 


Th0R3 LOOR. John N, Pos tak, aU, Usa 


: The conesrt of accounting in whole dollar amounts 
has deen employed by certain segsents of private industry 
Sinee 1927 with considerable sueceess, The concent has also 
been used by the Post Office Department aad the Neval Research 
laboratory, Washington, D.G. since the mid fifties, Basically, 
the concent is sinple ~ the cents are not disrerarded in their 
entirety, but are rounded off into whole dollar “emoUnts s 

Been year greater pressure is placed upon the 
Departuent of Defense for greater econoay and more efficiency, 
and accordingly there have been demands for more finencial 
controls, To effeot economy and efficiency, the Navy has 
applied uodern manegement techniques, installed automatic date 
processing systes and enployed work sinplivieation methods to 
all parts of the Navy management field ineludine the area of 
accounting, din tre accounting field however, the basic 
ingredients of dollars and cents nave not been considered, By 
eccountines in whole dollars, economy and effielency of operations 
Gan be obtained and accordingly the eenoept of whole-doller 
ieee should be eonslderea for possible apridication in the 





ii bap tu OF Tuk Szupis The paper discusses the history of 
tie waele-dollar 2C0GUNS Sing coneept and its applications in 
private business and governnent. The advantages and dissdvant- 
ages of the coneent are diseussed, as well as the legality of 

he concent as applied to governnent accounting. Pineally a 
discussion is presented regarding the apolicability of the 
concept to Havy accounting. 


SUsiir: The eoncent of whole-dollar accounting has been 
enployed successfully for years by such organizations as the 
Bethlehen Steel Oorvoration, the Dravo Corporation, Time 
Ineorporated, the Ashland 011 and Refining Company, the Colgate-~ 
Palmolive Company, the Tost Office Department, and the Saval 
Researeh Laboratory of Washington, 0.0. Ne unsuecessful 
applications were noteds The lLegelity of the concept in 
governnent neoounting has been established Pt the Gonurtreller 
General's approval of the inplementation of the concept at the 
Pest Gifice Departrent. 

The advantages of the concept include saving in -~ 
and effert, inereased productivity, improved quality of work 
end higher sorale, Tne disadvantages are Winor,. Tae eonéert 
ig a work simplifieation teebnique whieh applicable to Navy 
accounting and should be considered fer inpleaen ntatlone 
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CHAPT Sa I 


INTRODUCTION 


The Need for the Study 


Gongress and the American taxpayer are greatly concerned 
with the continuing increase of the costs of government and 
particularly those of the Department of Defense. Since World War 
Ii the gradual escalation of costs has resulted in the Department 
of Defense budget amounting to half the Federal budget and nearly 
one-tenth of the gross national product of the nation. The nation 
is, therefore, justified in its demands for prudent and economical 
management of this large segment of its expenditures.+ Accordingly, 
each year greater pressure is placed upon the Department of Defense 
for greater economy and more efficiency through improved 
management and in particular, financial menagement,. 

Numerous studies concerned with the improvement of 
financial management have been conducted in the Department of 
Defense during the past two decades. As a result, many inprovements 
have been made in the areas of accounting, budgeting, auditing, and 


progress and statistical reporting. in the Navy, some of the major 












dyonn H. Dillon, Review of Manazement of the Department of 
the Navy, (Washington, D. 6.3: Navy Department, 19 
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improvements were: The Office of the Comptroller of the Navy was 
established in 1950 to formulate principles and policies and 
presoribe procedures in the areas of financial management so that 
management with efficiency and economy would result. OSOomptrollers 
were esteblished at local shore commands. Industrial and 
commercial types of naval activities were converted to working 
capital fund financing and accrual type accounting. The budget 
process has been changed with presentation to Gonzress since 1951 
on & performance basis. More recently budgets have been devsloped 
as program packages, and the accounting system has been expanded 
and improved. 

Improvements in the Navy accounting system have been aade 
through revised accounting procedures, utilization of automatic 
data processing systems, revising and eliminating reports, and 
consolidating accounting functions at fleald activities. So far 
though, the Navy has not considered the basic ingredient in all the 
accounting records and reports--the monetary amounts represented 
in dollars and cents. 

In the interests of promoting greater economy and efficiency 
every modern management technique should be studied for possible 
application in the Navy. One such technique in the field of work 
Simplification and its application to the accounting operation is 
that of accounting in whole dollar amounts rather than in dollars 


and cents. The practice of not accounting for the cents has been 


































_ _ 


= a4 eee = See — 
te eee oe 
teil te alte el a © 


A he ay mnt 
eee ee ee ue = ee 
a ee ee ieee 
Ye ee 
la haha, erate 
See er Pe ee ee 
6a) et ee ees a 


¢ 


s 


















a 





’ —_— 

‘e ened res Se & «+ 6 ee” << 
- % enlist ea a the 
-— 26 eee ala ee et 
5 se lets == «ew «. “Us : 
“t joe « ot eee ce” See ek eee Ve el 
—— He ——— /; FN 
-— — 


ace = ——- aay et 


i 6 @t sas ~ — 



















— Ve a” =: | —_— <= — = 
oe alee 

——— ss « cam ' . uri ely 
abe GG me ee rt ae rns tb 


— eee 8 i ee et ae 





used in private industry for more than thirty years. The cents 
are not disregarded in thelr entirety, but are either accounted 
for separately or are rounded off into whole dollar amounts. The 
concept has many labor saving aspects which could well be utilized 
to good advantage in a big business organization such as the Navy. 

There is a need to make a review of the possibilities and 
the desirability of the concept of whole-dollar accounting. The 
concept could prove to be applicable to the Navy accounting and 
supply systems, and thereby provide management with another 


management tool. 


w2 


the Stud 


This paper will endeavor to discuss the application of 
whole~-dollar accounting in private business and in government. The 
advantages and disadvantages of the concept will be discussed as 
well as the legality of the technique in sovernment accounting. 
Finally, a discussion of the concept'’s applicability to Navy 


accounting. 


Methodology of the Study 


Information pertaining te the application of whole-dollar 
accounting in private industry contained in this paper has been 
obtained through library research and correspondence with a dozen 


business concerns that are utilizing the concept. Personal 
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interviews with personnel of the Post Office Department and the 
Naval Research Laboratory were conducted concerning the application 
of the concept in their accounting operations. Library research 
and personal interviews with personnel of the General Accounting 
Office were employed to determine the legality of the concept in 
government accounting. Information regarding the Wavy suppiy and 
accounting has been obtained through library research, personal 


interviews and personal experience. 


Terminology 


The system of rounding money amounts into whole dollar 
amounts for accounting purposes has been referred by various terms: 
whole-dollar accounting, penny elimination, centsless accounting, 
pennyless accounting, and even, controlled tolerance accounting. 
For purposes of consistency the conoept will be referred to as 


whole-dollar accounting throughout this paper. 
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CHAPTER Il 
CHE CONCEPT OF WHOLE-~DOLLAR ACCOUNTING 


Aceounting is a profession in which a millionth of a part 
receives just as meticulous attention as the part itself. 
Accountants work as much overtime attempting to locate a two cent 
error whieh might have been nechanically created as they do for a 
two thousand dollar one. Doctors and engineers concern themselves 
with infinitesina quantitles as the milligram, but not when they 
are dealing in metric tons.” Many accountants have an inherent 
belief in and a desire to balance out "to the penny" and to 
calculate units cost and prices to severel decinal pleces or 
significant figures with the probably mistaken ides of achieving 
Boccureacy or a truer presentation of facts. When one reviews the 
sources of many accounting entries or the factors upon which a 
standard cost or a material price is based, it is readily evident 
that there are estimates and asgunuptions made in determining the 
final figures. From this avidence it can be safely sald that ea 
large proportion of our accounting figures are carried out to a 


point bayond that required for significant or reasonable 





1 2aymond Je Barber, Jr., "Does Your Accounting Make Cents?, ” 


National Association of Ogst Accountants Bulletin, (September, 1947) 
Po 20. 
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accuracy.” 


if the cents could be eliminated from accounting entries, 
1% can readily be Imagined that added efficisnacy could be obtained 


through savings in time, space and headaches. 
the idiste £ the Concept 


Fo A, Shick is credited with being the pioneer in whole~ 
dollar accounting. As the Comptreller of the Bethlehem Steel 
Corporation, Mr. Shick proposed and installed the soncept of 
whole-dollar accounting in 1927. Cents were eliminated from all 
accounts except accounts receivable, accounts payable, cash and 
their controlling accounts. The original instructions issued in 
1928 are still in affect with only one minor change conesrning the 
Merchandise Sales Accounts being made in over three decades.” A 
copy of Bethlehem Steel Corporation's Accounting Order Number 9 on 
the subject "Slimination of Cents from Accounting Records" is 
included as Appendix 4. This accounting instruction is the only 
internal directive which the corporation has concerning the 


technique. 








rawn Brinkley, “Geleulating to Significant Digits Only," 


a, nal Association of Jost Accountant's Sulletin, (March, 1950), 
Pe 399- 


/¥lorence A, Hay and Herbert PF. Klingman, Whole-Dollar 
Accounting, (ilew York: Controllership Foundation, 1957), pp. 51-55. 
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Even though the concept of whole-dollar accounting was a 
gucoess at Bethlehem Steel from the start, 1t has been slow in 
being adovted as a ctandard practice by accountants. ‘There was no 
nationwide disseminetion of the concept until Mr. Shick wrote an 
article on the subject in the Journal of accountancy in November, 
1941." 2rior te the article one of the earliest articles noted on 
the elimination of cents was an editorial in the Journal of 
Accountancy in 1937, but in a very limited manner. The editorial 
noted that there had been renewed discussions of the omission of 
fractional paris of the doliar from balance sheets, statements of 
income and other financial statements eas a neans of simplifying 
the prepnration of such statements and thelr interpretation.” 

in & guosequent issue of the Journal of Accountancy, 5. Jd. 
Greaney stated in the correspondence section that he hoped the 
Institute would not advocate the suggested practice.©® This opinion 
apparently was held by the great majority of accountants and 
comptrollers even well into the forties, for the majority of the 


financial statements published were detailed down to the penny. 








ARC. PER 


“P, A, Shick, “The Flimination of Cente from Accounting 
Records, The J rnal of Accountancy, (November, 1941), pp. 400-403 





5" :limination of Sents,” The Journal of Acesuntancy, 
(August, 1937), p. 92. 





63, J. Greaney, “Slimination of Cents,” The Journal of 
Accountancy, (November, 1937), pp. 299300. 












a ? 
ae ee 
x od eS oe a oe 
ely OG Meme 
prea ares 
_— a oe ai 
—— 2-7. oe 
S: SS <— « am |t 
meee ee ae or 
2S SS => e «+ Ses) 
ee oe ee eee > cee * 
ns ED Ge eee — = @y 
ee ee 
+ _— 
Pr eee See & : >_> => oe 
= 21m «§ «eo ~—_=z ” A an « 
a ee we ee ‘i= ae Gu ~— 
—_ ee aw ee » “ss 


am om” - a be. 
a ——_ | (. “- & 


















—-_ a 













. 






















































; eee —_ 





The editor of fhe Journal o coountancy pursued the 
subject of reporting in whole dollars in an editorial in the 
October, 1941 issue, and noted one of the most sensible arguments 
against reporting in dollars and cents. He commented that the 
figures on financial statements are not mathematically exact 
figures but rether many are based on opinions and estimates. ‘The 
inclusion of odd dollars and cents gives reports and statements an 
illusion of exactneas,especilally when totals amount to thousands 
of dollars. The editor lamented that many accountants would turn 
pale at the thought of omitting the last figures on balance sheets 
and income statements. ! Gradually over the years the accountants ' 
attitude for the need for purported accuracy in financial 
statements changed. By 1957, when the Controllership Foundation 
made a survey of 420 companies’ reporting practices, 87 percent of 
the companies were preparing financial statements in whole- 
doliars.® 

Me. Shick's article in November, 1941 was fairly detailed 
in the mechanics of the use of whole-dollar accounting in the entire 
accounting system of a large corporation. With fourteen years of 
successful opsrations utilizing the whole-dollar accounting concept 


behind Mr. Shick'’s article, 1t would appear that some comptrollers 


T"No Sense in Cents," The Journal of Accountancy, (October, 
1941) ¢ Pe 292 « 
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May and Klingman, loc. Gite, p» 426 
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and accountants would at least try the concept in Limited 
applications. The article was published just prior to world War II 
and during the war years and the years subsequent comptrollers were 
too busy or too short-handed to attempt to implement studies 
regarding any new accounting concepts, especially ones that were 
radical and might preve troublesome.” 

In 1947, Raymond J. Barber, Jr., the Assistant to the 
Controller of the Goodall-Sanford Corporation, Sanford, Maine wrote 
the second significant article in the National Association of SCast 
Agcountant's Bulletin.?° The article discussed the advantages of 
the concept and some of the suggested disadvantages, along with 
comments on the use of the concept at the Goodall-Sanford 
Corporation. 

By the late forties and the early fifties, interest in 
work simplification methods was increasing as ¢ompanies entered 
the post war prosperity period, and accordingly many articles were 
written on the wholeedollar accounting concept. The articles cited 
actual successful applications of the concept or were editorials 
which urged the adaption of the technique, An editorial in the 
Pebruary 11, 1990 issue of Business Week cited the application of 


the concept at the Dravo Corporation six months previously which 








Probert H, Birkheld, "Penny Zlimination," Tne Controller, 
(April, 1952), De 163. ; 


10 -arber, loc. Cite, pp. 26-355. 
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resulted in a reduction of nine percent of the accounting payroll.?1 
Later the same year, le F. Adams, an auditor in the Dravo 
Corporation, who had implemented the concept, wrote an article 
on the utilization of the concept at Dravo in the National 
Association of Cost Accountant's Bulletin. ?* While discussing some 
of the possible limitations of whole-dollar accounting, Mr. Adams 
commented that "tax collectors will continue to exact their pound 
of flesh down to the last ounce. "+ 

Needless to say, Mr. Adams was not a prophet, for in 1954, 
legislation was passed authorizing federal internal revenue returns 


to be made in whole«-dollar amounts .+* 


The adaption of the whole- 
dollar concept in Federal income tax accounting was primarily due 
to the efforts of a Boston public accountant, Walter Dewey, who 
conducted a one man orusade,. While preparing income tax returns 
on incomes, approximating 100 thousand dollars, for some of his 
Clients, Mr. Dewey realised that very large savings in time and 
trouble could be obtained by preparing the tax forms using rounded 
off dollar amounts. He visited the Internal Revenue Department 


and talked to individual businessmen and business organizations. 


ee ead 














1l"centslees Bookkeeping Saves Dravo Money,” Business Neek, 
(February 11, 1950), p. 26. 


l2y, FP. Adams, "The Practice of Penny Elimination, 
National, Association of - Jost Accountant's Bulletin, —," 1950), 
PP. 957~66 


LS Ipid a9 De 959. 
14y, $, Title 26, Internal Revenue, (1954), Sec. 6102. 
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In April of 1950, he met with Colin F. Stam, Chief of Staff of the 
doint Committee on Taxation. The recommendation that the system 
be adopted in Federal income tax accounting was the result.?? 
During this period many large companies adopted the concept 
es noted in Table i. 
fhe first agency in the U. 5S. Government to adopt whole«~ 
dollar accounting in its accounting system was the Post Office 
Department in 1953. After carefully investigating the concept, 
the department promptly accepted it as a means of Improving service 
and lowering costs. Postmaster General Arthur &. Summerfield 
explained, 
In eur dealings outside the department, we will 
still have to use pennies, but for ali purposes within 
the department in recording, posting, and preparing 
trial balences and financial statements; budgetary work; 
and controlling allotments and povemesverees SP will 
round amounts to the nearest dollar. 
Benjamin wWostein, then the Director of the Accounting Division, 
implemented the concept, not only in the headquarters in Washington, 
De. Go, bat also in 5,500 stations and many more sub-estations and 
branches throughout the nation, Cents are eliminated from all 


hudget reports and all acesunts not involving a third pergen, with 


one exception. In one instance even dealings with a third person 





LSjohnn Harriman, “Goodby Pennies--Business Gonsidering 
Dollar Policy to Eliminate Cents,” Boston Sundey Globe, (Mareh 14, 
1954), pe Del, | 


LO" bennyless Bookkeeping Solves Accounting Delays, “ 
American Business, (iiovember, 1954), p. 15. 
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TABLE 1 
COMPANIES ADAPTING WHOLE-DOLLAR AQCOUNTING 
DURING PSRIOD 1947-1954" 


: Sele eonetag ues RRR Age TAG onthe: leh reabe - AIRE a es AR 5 ely BR, eee Sap a. ao . iatod tatso eee. Semon aeabce ap apenas apt ‘ear 
Jomapany | Address | Concept 
Adanted 








Alan Wood Steel Ceo, 

Allied Stores, Inc. 

Aluminum Company of America 

Armca Steel 

Ashland 011 & Refining Co. 

Gentral Soya Co., Inc. 

Gleveiand #lectric 
Tlluninating Co. 

Colgate«ralmolive Oo. 

Dravo Corporation 

Bsso Standard O11 Co. 

Fe, Re sasarus & Go. 

JohnseNanville Sales 
Sorvoration 

Lever Brothers Corporation 

Max Factor of Hollywood 

Miles Laboratories 


Conshohocken, Pa. 195 
Pitteburgh, Pa. | 1954 
Middletown, Ohio 1952 
Ashland, Kentucky 1951 
Sort Yayna, Indiana | 1947 
Cleveland, Ohio | L952 
New York, N, Y- | 2952 
Pittsburgh, Pa. 

Jelumbus, Ohio } 1951 
New York, 4". Y. | 61951 


Los Angeles, Calif. | 1953 


te i 
WWD OO 
Ui > S| 
NWO LN 


Minneapolis Star & Tribune Minneapolis, Minn. L953 
Pan American World Airways, 

Inge Naw York, He Ye 1951 
Surface Combustion, Ine. Toledo, Ohio | 1952 
Syracuse Supply co. Syracuse, N. Y. 1954 


Time Incorporated New York, Ne Y. f = 4950 





information has been gathered frow several of the 
references clted in the bibliography. 
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are conducted in whole dollers. Cash deposits to banks are made 
in whole dollar amounts only, by over six thousand reporting units 
across the country. 

Mr, YWostein, ina recent interview described the overation 
of whole-dollar accounting in the Post Office Department after ten 
years as more 2 philosophy than just a coneapt.t! amall penny 
overages aud shortages of window clerks in post offices are being 
excused rather than the clerks being held accountable and trying to 
eifect a time-consuming recheck, Distribution of sheets of stamps 
is made in whole sheets only, down through the Post Office 
Department to the window clerks. Postal units are now estimating 
postaze usage rather than making detailed counts of the nunber of 
pieces. Reports are submitted to Consress rounded off to millions 
in a $2.5 billion budget. Mr. Wostein estimated savings in millions 
of dollars since they have applied the ‘pnilosophy" through the 
department. | 

Prior to the Post Office Department embarking on Whole- 
dollar Accounting, an article on the concept practiced by the Drave 
Corporation appeared in the Byreau of Supplies and Accounts 
Hewsletter in rebruary, 1951. The author, who was not identified, 





stated that the Bureau of Supplies and Accounts of the avy 


Department was working out the practical obstacles to adoption of 














Se ae 


LT interview with Benjamin Wostein, Director of fostal Rates 
Division, U. S. Post Offiee Department, February 7, 1964. 
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the rounded dollar in areas other than stores accounts and military 
pay.t® No additional information could be obtained as to what the 
results of the study were or who conducted it. 

The second agenay of the U. S. Government to adopt the 
concept of wnholeedollar accounting was the Naval Research 
Laboratory, washington, DB. Ce. & HH. Breed, the Comptroller, 
directed a feasibility study of the concept in 1955 and implemented 
the technique the same year with the approval of the Comptroller of 
the Navy. (The letter requesting authority to utilize the concept 
at the Naval Research Laboratory and the Navy Comptroller's letter 
approving the implementation of the concept on a trial basis are 
included in Appendix @B.) fhe following year Mr. Breed advised the 
Gomptroller of the Navy of the successful employment of the concept 
(see Appendix B) and requested final approval. 

Me, Breed stated that he first learned of the concept as a 
public accountant in California in 1940 when the President of his 
firm directed the installation of the concept in several firms on 
the West Coast. He felt that the concept would be ideally suited 
to the cost accounting performed by the Naval Research Laboratory. 
The concept has now been utilized at the Naval Research Laboratory 


on all internal accounts for the past nine years. >? 


Ltr cents May Save Us Dollars,” The sargau of Supplies 
and Accounts Newsletter, (February, 1951), pe Se 


19tnterview with 5. H. Breed, Comptroller, Naval Ressarch 
Laboratory, Washington, D. 0., April 28, 1964. 
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In 1957, the Controllership Foundation, which is a research 
group for the Controllers Institute of America, published a report 
on the concept of whole«-deollar accounting. The study included a 
collection of ease studies of actual experience with the concept 
in several large, medium and small companies .“° In discussing the 
concept, the foundation noted that whole-dollar accounting is 
designed to inerease productivity or reduce cost in the inpertant 
area of the accounting department and that it is a common sense 
measure designed to eliminate unnecessary work and to emphasize 
what is important.<* 

With the advent of electronic computers in the latter part 
of the fifties, the emphasis on work simplification shifted to 
that of speed in processing. Interest in whole-dollar accounting 
apparentiy faded for no additional articles on the subject were 
published in the professional journals and bulletins during this 
period. 

Finally in the sixties with the computer becoming conmon 
place in business and with information and paper flow increasing 
at a tremendous rate, the need for efficiency in operations is 
again gaining attention. Two major problems that develop with 


computer installations are the storage capacity of the computer and 


eo a 








“Oey and Xlingman, loc. cite, pp. 49=270. 
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the conversion of source data into a form that can be accepted by 
the computer.-* Whether accounting records are maintained on the 
computer or just processed by the computer, the concept of whole- 
dollar accounting can be used to great advantage in reducing the 
number of storage spaces required, thus actually increasing the 
capacity of the computer. Gonverting souree data lato a fora 
aceeptable by the computer is normally one of the slowest steps in 
the application of automatic data processing systems, Initially 
the step usually consists of keypunching information into electric 
accounting machine cards for processing or later conversion to 
magnetic or paper tape. By eliminating the cents from the source 
accounting documents, & significant number of keypunch strokes can 
be saved and processing time speeded up. In addition, the 
probability of introducing errors is reduced, 

In a recent interview, #dward J. Mohoney, an Associate 
Direetor of the Accounting and Auditing Policy Staff of the General 
Accounting Office, who is concerned with the application of data 
systems Lu governnent, stated that in his opinion whole-dollar 
accounting is a valuable work simplification tool that could be 
used to sreat advantage in the application of data processing in 


the accounting field. Mr. Mohoney mentioned that recently he had 








ee "source Data Automation Progrea,” Beta Processins for 
Manacenent, (September, 1963), pe. 37. 
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discussed the possibility of using the whole-dollaxr concept wlth 
the personnel of the Secial Security Administration Data Processing 
Center in Philadelphia.-- Robert L. Rasor, aiso of the General 
Aecounting Office, commented that the adoption of the concept 
would be advantageous in many areas of government accounting and 
he couldn't understand why 1% was not implemented by other 
departucnts after the successful application at the Post Offics 
Department." 

infermation concerning tne whole~dollar accounting concept 
is restricted only to professional journals and bulletins, and 
these references are relatively aged. dUollege textbooks on 
accountings do not even mention the technique. Doctor Ralph D. 
Kennedy of George Washington University cites the value of whole- 
doliar accounting in his graduate cost accounting course and has 


discussec the concept in advanced accounting seminars. 


befinition and Principles 





Whole-dollar accounting can be defined as the recordiag of 
accounting entries in whole dollar amounts and at the earliest 


practicable point in the accounting sequence, Thus, this eliminates 


<a 














©3 interview with Zadward J, Mohoney, Associate Director, 
Accounting and Auditing Staff, General Accounting Office, 
February 12, 19564, 


j 

24 aterview with Rebert L. Rasor, Associate Director, 
Accounting and Auditing Staff, General Accounting Office, 
February 12, 1964. 
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the necessity of recording the decimal point and cents wherever 
possible. The concept is based on the proved formula of 
equilization=--1f a sufficient volume of entries are made, the 
manipulation of the cents in all accounting transactions would 
tend to equalize, provided, of course, that the handling of the 
cents is properly accomplished.> 

Ags am accounting technique, whole«dollar accounting is 
based on the fact that there is a point beyond which the expense 
of recording fractions of a dollar outweighs their elgnificance 
and that adequate results can be obtained where records are kept 
Within acceptable tolerances of exactness, MNathematiclans state 
that to meintain eae consistent program of accuracy the number of 
Blgnifieant figures in a computation need be only one greater than 
the number of significant digits required in the answer, In 
counting the number of significant digits, one starts with the 
furthest one to the left, (excluding preliminary zeros in the case 
of a magnitude smaller than unity), and counts to the last digit 
which has significance in expressing the full measure of real 
aceuracy which is present in the lest. This is equally true in 
much of today's accounting in dollars and cents. It has been 
stated that the human mind simply cannot appreciate the existence 


of a difference between two magnitudes when one of them is only «a 


fad 














22" >ennyless Bookkeeping Solves Accounting Delays, " 
American Buginess, p. 13. 
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thousandth part different from the other. fhis does not mean that 
1% cannot discern whieh one is bigger, but it dees mean that when 
considering them individually it cannot comprehend the fact of 
inequality in so small a aga. 

Remaining within an acceptable tolerance is achieved by 
rounding cents into dellars rather than dropping them. Normally 
this is accomplished by rounding to the nearest whole dollar all 
amounts above or below 50 cents, and rounding off even half dollars 
to the nearest even doliar. fhe cutting point of 50 cents is 
utilized in most applications of the concept and has proven 
effective in maintaining an acceptable tolerance. In certain 
instances the cutting point has been established at other values 
above and below the half-way point based on the greater number of 
transactions that occur at these higher or Lower points. The 
gutting point can be established on trial runs and observing the 
balance in the ageount establisned for the cents that are 
eliminated, 

Depending on the desired tolerance, the cents elininated 
may be totally disregarded or may be accounted for separately. 

The application of the former is best suited for reports, statistics 


statements, tabulations and Listings .@? in the latter case cents 


Pere 





26 narber, 10G2 Gite, De 20. 


fe. S. Barnard, "Whole-Dollar Accounting--An Application, " 


National Association of Gost Accountants Bulletin, (August, 1955), . 
pe 700. 
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separated in the original books of entry are accumulated and 
handled as lump sums at the end of a particular accounting cycle, 
such as, at the end of a batoh or lot, the enc of a day or wack, 
and the end of a month or quarter. 

Assuming that the greatest majority of accounting 
transactions in business today amounts to less than a thousand 
dollars, the elimination of the sents and the decimal point in 
certain cases could result ina savings of from 40 ta 50 percent 
per transaction. Oonsider the number of transactions thet occur 
in a single day and the greater number of times that each 
transaction is posted to various accounts, transeribed in records 
and manivulated for operational and statistical information, and 
the time and labor-saving aspects of the concept become readily 
apparent. (Note Appendix Cc.) 

The larger proportion of accounting and bookkeeping is 
carried on for internal purposes rather than external. Profit 
and loss accounts are maintained in great numbers and in great 
detail to keep business under control. Practically all balance 
sheet accounts--9with the exception of cash, accounts receivable 
and accounts payable--serve the same purpose; to help management 
manage the business. The language used in these records is of 
little or no concern outside the company. Certainly the cents in 
the records serve no useful purpose in providing sufficiently 


accurate information to operate a business firm, particularly those 
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accounts which refleot business judgments and estimates, Under 
these conditions, insistence on penny accuracy for the sake of 
accuracy hardly reflects the highest degree of common sensee-> 
Whole=dollar accounting does not connote the abandonment 
of double entry bookkeeping when cents are eliminated. There 
gti11 remains the same philosophy of "balancing" debits against 
eredits, or details against controls, as is present when cents are 


used throughout the aeeountes”” 


The amounts in the general ledger 
balance to the penny except that one or more acoounts therein are 
established to record the number of cents eliminated from entries 
to various classified accounts. 

fo cite a@ practical example, assume that there is 2 control 
account in the general ledger for administrative expenses. Anounts 
in Whole dollars would be charged to this account from various 
sources, one of which would be the voucher, or accounts payeble. 
The accounts paysble control on the other side would be credited 
with the exact amount, including cents, and the detalls in support 
would carry the exact amount also. The difference between the 
cents accumulated in the accounts payable control and the whole 
dollars charged in the administrative expense control would be 


entered in the penny elimination or variance account. 





ee 


2S airkhola, LOC. Choe, Pe 162. 








29rovert H. Birkhold, "Gents-less Accounting; An Exchenge 
of Ideas," fhe Internal Auditor, (September, 1953), po. 73-74. 
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This variance account in Ltself provides control over 
the elimination of pennies in that it is perlodically reviewed to 
see that the balance does not become significant, The sepsrate 
accounting and review of the penny elimination aceount normally 
requires only a fraction of the time required to process cents 
through all the accountings records, and with no loss in value since 
the wholes dollars are as significant to management as they would 


be with the cents inoluded.?” 


20tpid., BDe 75*76. 
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OHAPTER ILL 
APPLIOATIONS OF WHOLE~DOLLAR AQCOUNTIAG 


The full realization of the concept's benefits depends upon 
the extent to which it is applied. Where possible, cents should be 
@liminated as soon as possible, and in all subsequent accounting 
operations and accounts except those in which cents are 
indispensable.+ Accounts such as accounts receivable, accounts 
payable, accrued payroll, accrued payroll deductions, and cash 


must be maintained in dollars and cents.* 


Basically, all accounts 
involving a third person normally will inolude cents unless 
arrangements are made otherwige. Pan American World Airways, for 
example, has made reciprocal agreements with other airlines by 
which each airline aocepts each other's billings with the cents | 
dropped and ignored. <A predetermined and agreed upon flat sum of . 
something leas than 50 cents per item is added to the total of the |}. 


bill and accepted without audit.” In addition, Pan American World 


ee SR Foca: 








lp, A. Shick, “The Elimination of Gents from Accounting : 
Records, The Journal of Accountancy, (November, 1941), p. 400. ‘ 








@samer B. Frost, “Program for Converting to Whole-Dollar 


Accounting, National Association of Accountants Bulletin, (August, 
1961), pe 69. : 


Dionn S. Woodbridge, "How Cente-leas Accountin: Saves Money 
for Pan American," Menazement Methods, (June, 1954), p. 22. 
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Airways effects ticket refunds and ticket reroutings in whole 


4 


dollars,” and some companies have gecured approval of certain 


customers to have invoices rendered in whole dollar amounts only.? 
An analysis of the applications of the concept to the 
balance sheet and the incone statement accounts is illustrated in 
Table 2. Iven though certain accounts are noted as not being 
applicable it should be understood that internal distribution of 


information from these eccounts can be made in whole dollars. 





Penny Zlimination Accounts 


When using the whole«-dollar concept, companies account for 
the cents which have been dropped or rounded off in various manners. 
Records which do not require close tolerances of accuracy may have 
the cents dropped or rounded off without any further accounting 
for the cents eliminated. In most instances, however, the cents 
eredited or debited are accumulated and transferred to 2 penny 
@limination account. Usually this is a newly established account 
which is given various titles by different companies. The accounts 


have been called: Round Out, Penny Varlance, Penny Zlimination, 











*Tphde, pe 2l. 


P¥ayne R. Archerd, “An Application of Whole Dollar 
Accounting, ' ‘ational Association of Cost Accountants Bulletin 
eae 
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TABLE 2 
APPLICABILITY OF WHOLS=DOLLAR AQVOUNT LING 
Aecount Use of Whole Dollar 
Yes Xo 
Gurrent Assets: - 
cash x 
Temporary investments ; x 
interest Accrual x 
Notes Receivable x 
Interest Accrual x 
Accounts teceivable x 


Estimated Uneollectable Accounts 
Merehsendise inventory 
Office and Store Supplies Inventory 
Prepaid insurance 
Prepaid Taxes 


bt Pe Oe 


Long-term investments: 
securities 


4 


Fixed Assets: 
Plant and Squipment 
Acewnulated Depreciation 


Current Liebilities: 
Notes Payable 
accounts Payable 
Aceruais, Property fax 
Accruals, Social Security Tax 
Accruals, Income Tax 


Longeterm Liabilities: 
Votes Payable 
Mortsage Notes fayable 


Owners Sauity: 
Capital Steck 
Surplus 


Seales and telated Accounts: 
Sales 
Returns and Allowances 
pales Discounts 
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TABLE 2 CONTINUED 
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Account 


Jest of Goods Sold: 
Purchases 
Transportation on Purchases 
Purchase seturns and Allowances 
rurchase Discounts 





a 
x 
x 
x 


Operating Expenses: 

Selling wxpenses 
Advertising Expenses 
Delivery oxpeuses 
Depreciation of Delivery Equipment 
Salesmen’s Salaries Expense 
Store Supplies Expense 
fransportation on Sales 

General and Administrative Expenses 
Depreciation of Office Equipment 
Depreciation of Building 
insurance Expense 
Office Salaries Expense 
Office Supplies Expense 
faxes Expense 
Uneallectible Accounts Expense 


Mi pM RK MO 


bt POS Pd Dt Od 


Other Revenue and Sxpensea Accounts: 
Other Revenue 
interest Income 
Dividend Income 
Rental Income 
Other fxpense 
Interast ixpense 


NMR OM NS 


& 


a 


Intercompany Accounts 


Financial Reports and Statements: 
Balance Sheet Statements 
Income Statements 
Budgcets 
Internal Management Reports 
ineome Tax Returns 
Property fax xeturns 
Reports to $ w fe. 


“aM MMR OM 
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Penny Adjustment, Cents Slimination, and controlled Tolerance 
Account. In some companies previously established accounts as 
Estimated Uneollectible Accounts Receivable and Commercial Discount 
accounts are employed. Sot only are penny elimination accounts 
given a variety of titles, but are also classified varlously as 
general administrative expense, accounts payable, prepaid expense, 
or deferred charze accounts. Basicelly the company that adante 

the whole-dellar concept selects account classifications which 

seem most applicable, The balance in the penny elimination account 


is closed out sonthly or yearly to profit and loss. 
seneral and Subsidiary Ledgers 


All pastings to the general and subsidiary ledgers for the 
accounts in Table 2 snould be recorded as indicated. The dollars 
and cents should be separated in the applicable accounts, as for 
example : 

Aecounts Receivable $2,530.18 

pales 92,330,000 
wtinated Jncollectible 
Acesunts Receivable pi 
Thus the accounts receivable controlling account is in the exact 
amount of the customers’ accounts, and the sales account in whole 
dollars only. In order to prepere statements and reports of a 


general ledger nature it is first necessary to prepare 2a trial 
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balance of the exact balances in the accounts and the difference 
between the total cents (debit) and the total cents (credit) should 


be credited to the penny elimination account. 
Accounts Xeceivable 


Sales to customers must be kept in the actual amounts of 
the invoice and subsequent entries to such accounts, whether for 
G@ebit memoranda, freicht adjustments or cash nust also be entered 
in exact 2mounts. In all ensuing operations, however, the cents 
are handled in much the same manner ag will be described for 
accounts payable. The registers of involces are prepared with the 
dollars and cents separated. the total cents value can be credited 
to the Zetimated Uncollectible Accounts Receivable, the theory 
behind this being that an undeterminable amount of uncollectible 
accounts is being carried daily. Creating a portion of this aceount 
through the crediting of cents from each invoice, and the remaining 
anounte on the customary percentage of total sales appears to be 


based on sound judgment. ° 


Accounts Payeble 


Yendera’ accounts should reflect the exact amount of dollars 
and cents. Distributions of the invoices in registers to various 


cost inventory and expense accounts should be separated into roundel 


er ee. a Sl Fa Li eeagy 











Oshick, loge cits, p. 402. 
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whole dollars, and cents should be recorded as debits or credits 
in the cents column. Monthly the exact total of the vouchers is 
credited to Accounts Payable and the whole dollar entries are 
debited to the applicable aceounts. fhe total accumulation of the 
cents colwnan is then debited or credited to a Gommercial Discount 
account.‘ The dollar value of any vendor's invoices chargeable 

to more than one account is distributed in whole dollars to the 
accounts affected on a rounded dollar basis. The effect of this 
nethod of treating the cents in the vendor's invoices is to reduce 
the balance in the comuerelal discount eredited to the cost of 
sales, andi to reflect that benefit in a reduction in charges to 


cost or expense accounts. 
Bliling Procedure 


\lthough some conpanies such as Fan Amerlean World sagas” 
have made agreements with certain of their customers to be billed 
in whole dollar amounts, most billings are in exact amounts and are 
so posted te the accounte receivable ledgers. Internal distribution 
of the eceounts receivable amount are usuelly separated into sales 
transportation on sales, sales comnissions or other such deductions 


which are calculated to rounded dollar amcunts during the »: 
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Woodbridge, ioc, cite, p. 22. 
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to the sales resisters.” Differences between the rounded amounts 
and the exact figures for the accounts receivable are posted to the 
eents column of debits or credits and accumulated on a monthly 
basis. The total of the monthiy debit and credit accumulation is 
then credited to either the Estimated Uncollectible Accounts 
Receivable account, the Commerclal Discount, or other penny 


@limination account, as desired. 
Inventories and Stores Supplies 


Unit prices of individuel inventory items are usually 
maintained in dollar and cents amounts. Receipts, issues and 
balances can be rounded into whole dollar amounts during the 
extension process of computing the costs from quantities times unit 
price.*° Numerous issues of single items with a unit price of less 
than one doller could create distortions if employing the whole 
dollar concept; however, two different approaches are utilized. 

The first method is to make extensions in dollars and cents, and 


il The 


then round off the accumulations for cost distributions. 
second approach is to pre-extend the items and issue the items at 


no cost. 








*Plorence A. May and Herbert ¥. Klingman, whole-Dollar 
Acgountinis (“ew York: Controllership Foundation, Inc., 57)» 
De i100. 


LOsniek, loce Cite, pn» 401. 


il vonera, loc. cit., p. 620. 
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Payrolls and Lebor Distributions 


Wage payments to employees are computed and paid in dollars 
and cents for the exact amount earned. The distribution of such 
labor to the process costs, job-order costs, or expense accounts 
ean be made in whole dollars. The cents difference arising 
through the process of rounding off is onevesi or credited to a 


cents elinination aceount.-* 


From tais point on all lebor charges 
are distributed in whole dollars as far as costs are concerned. 

In the event that additional breakdowns of costs are required, all 
breaking points will be at whole dollar amounts to prevent the 
reintroduction of cents into the accounting distribution. Por 
example, if the labor costs for a major function that amounts to 
$35,235 must be assigned to two equal subfunctions, the breakdown 
would be (17,618 for one subfunction and 317,617 for the other. 
Considering the usual estimates that are included in the 
assignments of costs, the dollar difference is well within an 


acceptable tolerance. 
Property, Plant and Equipment 


Aecounts are maintained in whole dollars only. Cents are 
eliminated at the source from which the charges or credits 


originate, as are reserves or accruals for depreciation. Charges 
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to these accounts arise from accounts payable vouchers which are 
distributed in whole dollars with the cents involved fron the 
rounding off being debited or credited to the cents elimination 
aceount.25 When equipment is sold or otherwise disposed of, the 
eredit therefrom is posted in whole dollars, and any cents incident 
to the transacticn are credited to the commercial discount 

account. +4 Gonsidering that the life of a property, or equipment 
item is estinated and that the residual value is also estinated, 

it is readily apparent that a dollar rate for depreciation purposes 


ig as near complete accuracy as is practicable to obtain. 
Sales 


fhe income from sales is maintained in the account in whole 
dollers. ‘Gustemers' invoices and aceounte receivable ledgers would 
be in the exact amount of the sale,ag noted previously. The sales 
invoice registers would separate the sales into rounded dollara, 
and debit and eredit cents. The procedure for accomplishing the 
penny eliminating would be identisal to that utilized in accounts 


payable registers .+> 
faterial Sistribution 
Material other than miscellanesus supplies is normally 
paceumulated periodically by cost and inventory accounts. The cents 


1 Shick, LO o Cites Pe 4D3 « 
14 


15 


Archerd, lee. cit., p. 527. 


May and Klingman, loc. cit., pp. 53-54. 
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are eliminated from the rounded dollar totals.+° Sinee inventory 
accounts are maintained in whole dollars, cents are created by the 
calculations of unit price times quantity and are again eliminated 
in the rounding of the total. 


intercompany Transfers 


Materials and supplies that are transferred between the 
divisions or plants of a company should be made in whole dollers. 
If cents be transferred, the ploant inventory account for cents 
limination is charged or credited on the receiving plant's journal 
oucher and the game account is credited or charsed on the 
orwarding plant's journal voucher, If cents must be traneferred 
30 the home effice from a division or plant, the seneral ledger 

mercial discount account is charged or credited on the hone 
ffice journal voucher and cents elimination account is credited or 


a on the division or plant's journal voucher. The plant's 
— elimination account is cleared to inventory adjustaent at the 


nd of the year. 17 
Requests for Material 


Internal requests for material should be prepared in rounded 


re dollar amounts. The resulting cents variance is accumulated 


| 


mid. posted monthly to the penny eLinination seowens,*” 





1L.tay and Klingman, Loc, cit., pe 55. 
17 seohera, LOC. Gite, De 621. 


1B ey and Klingman, Loc. cit., pe 88. 
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statements and Reports 


Monthly operating reports and yearly statements should be 
prepared in whole dollars.19 Accounts maintained in exact amounts 
are rounded off to whole dollars in preparing the statements and 
reports. The elimination of cents from such reports is considered 
one of the major advantages of the concept by the Comptroller and 
his staff, for there is a marked savings in time at the end of the 
accountinrs periods, To obtain maximum benefit of the concept 
in report preparation, only dollar amounts should be presented 
without any decimal points, and no seros or dashes substituted for 


the omitted cents. 
Implementing the Concept 


Due to the simplicity of the concept the implementation of 
whole-dollar accounting consists of explaining the concept to the 
accountins personnel and publishing brief procedures covering each 
of the various work areas, Certain companies, such as an 


unidentified large food manufacturing company, @+ Pan American World 
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+Ivay and Klingman, loc. elt., p. 103. 
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20payul J. Horehler, "“Sliminate Pennies~-Save Dollars,” 
National. Association of Aceountants Bulletin, (January, 1960), 
Pe 50, 


2h and Klingman, loe. cit., vp. 63-65, 
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Airways°* and the Minneapolis Star and Tribune@? concentrated their 


training efforts to verbal group instructions and brief memoranda 
specifying which accounts are to be rounded into whole dollars and 
which are to be maintained in exact dollars and cents, suxhibit 1 
is an exact copy of the nenmorandum issued by the Comptroller at 
the Minneapolis Star and Tribune. Other companies, such as the 
Ashland O11 and teflining diiyallf and the F. and R. Lezarus and 
Company“ issued no written instructions whatsoever and applied 
the concept by instructing the accountants in groups and informal 


meetinzs, follewing by close supervision for several weeks. 


rf 
22 thids, PD» 165167. 
Be 
°? Letter from 0. 8. HeCue, @reasurer-Gontroller, ” 
Minneapolis Gtar and Tribune, iIinneapolis, “linnesota, March 30,1964 
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“"vetter from Arthur J. Points, Controller, Ashland 011 
and Refining Company, Ashland, Kentucky, Nareh 16, 1964, 


€Ovey snd Klingman, loc. gite, pe» 235. 
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GAUIBIT 1 


MSMORAGDUM LastRuctionus TO ACCOUNTING DEPARTMENT 


Of THD MINNBAPOLIS STAR & TRIBUNE REGARDING 
USE OF WHOLE}DOLLAR ACCOUNTING 


er 


Agcounting Department 


Please mark your chart of accounts to show that, effective with the 
Sra period of 1953, all entries should be “rounded” (expressed in 
whole dollar amounts) to the following accounts: 





GASiL L000 serles of accounts - SONS 
ACSOUNTS RECHIVABLE = 1100 series + 1181 
thru 1190 
ACCOUNTS RECGRIVABLE = 1200 series - 1222 
thru Le7l 
OTHER AQCOUSTS <- 1500 series ~ fO88 
LHVERTOR INS ~ 1400 series ~ ALL 
PREPAID * DOPERR ED CHARGES = 1500 series « ALL 
OLBARING ACCOUNTS « 1600 series + ALL, 
except 
account 
1607-3111 
Out Bad 
Debt 
Clearing 
FIXED ASSETS = L700 series = ALL 
RAZSERVTS FOR DNPRACIATIGC’N « 1800 series ~ ALL 
OTHER ASS UES « 1900 series ~ ALL 


oa ae 


ee ed 


The basis for roundins the collars will be as follows: 


94a cents under 502 will be dropped. 

Odd cents over 50¢ will be Increased to the next dollar, 

Amounts ending in exactly 50¢ will be rounded to the 
nearest evenenunbered dollar: $1.50 becomes %2.00, 
while #2.50 would also be 42.00. 





at 
EXHIGIT 1 CONTINUED 





The adoption of this method is expected to expedite both our normal 
dally record keepins operation and the preparation of fiscal 
statements, 


If you have any question regarding the application of this method 
| to any accounting records prepared by you, I will be pleased to 
Gisecuss such problems with you. 


Mareh 168, 1953 /s/ 1. Me. Jones 








CHAPTER IV 
ADVANTAGES OF WHOLH@DOLDAR ACCOUNTING 


There are many advantages gained by utilizing the whole-~ 
doller accounting coneept which are readily apparent. There are 
also several indirect ones which may at first not be apparent, or 
which may seen insignificant, yet these indirect benefits may in 
the long run prove to be of greater benefit. 

Edward 5. Barnard, as the accounting manager of the 
Syracuse Supply Company, noted that the concept meets the neceseary 
requirements of a good accounting system for it isi” 

1. Simple. 

Ze Plexible,. 

>. Accurate, 

4, Adaptable. 

5S. eat. 

6, Inexvensive. 


7e Timely. 





Lelorence A. Hay and Herbert f. Kiingman, Whole-Dollar 
Accounting, (New York: Controllership Foundation, ar Be bide 


2p. Ss Barnard, “whole Dollar Acecountinge-An Application, " 


Rational Association of Gost Accountants Sulletin, (August, 1955), 
pe 1/96, 
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Simple concent 


The concept of whole-dollar accounting is not complicated, 
and accordingly it can be implemented without long periods of study 
or training. As illustrated in Chapter III, companies have put the 
conoerpt into operation with only brief memoranda and training 
periods. Robert S. McLaren, the Assistant Sontroller of the Dravo 
QOorporation, cited the simplicity of the concept in his letter of 
Mareh 12, 1964 by stating that the concept had been installed in 
1949 and had been unchanged up to the present time.” The 
Comptroller of Time Incorporated, as have others who have 
established the concept, observed that in the beginning there was 
some skepticism about ite use on the part of his accountants, 
primarily due to their training and work experience. Like nost 
accounting personnel, they felt that accounts must be balanced to 
the penny," Onee personnel became familiar with the concept 
through training and application, they readily adopted the concept 


with excellent results. 


Reduction of Work 


By eliminating the decimal point and cents, savings in time 
and effert can be obtained in accomplishing writing, typing, and 


posting to accounts, computing amounts, transeribing, totaling 





Letter from Robert S. MeLlaren, Assistant Controller, 
Dravo Corporation, March 12, 1964. 


tay and Klingman, loo. cit., p. 261. 
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on 
columns and tabulating data.? Time, Incorporated has credited the 
whole-dollar concept for its elimination of practically all overtime 


in the accounting departuent.° 


where typleal transactions contain 
five digits, of which two can be dropped, the time required by 
postings and checking can be reduced by 40 percent. Dropping the 
decimal point in similar circunstances results in a reduction of 

50 percent of the work. iIncreased savings have been ascribed to 
the fact that in checking totals on an adding machine or calculator, 
e clerk could operate the machine by touch for three digits but had 
to look occasionally at the keyboard for five. 

Saving in clerleal accounting salaries directly attributable 
to whole~dollar accounting by the Dravo Corporation has been in 
excess of 10 nereent.e® 3d. 5S. Woodbridge, the Comptroller of Pan 
American World Alrways, commented in 1954 that the concept was 
saving over 25 million keypunch strokes each year, in Just one 
tabulatin: operation alone, with continued and greater savings 
throughout the process.” fen years later, and with the introduction 


of the electronic data processinc computer at Pan American, their 


ete 








Robert H. Birkhold, "Cents-Less Accounting," ?he Internal 
Auditor, (June, 1953), pp. 74+75. 


Orennyless Bookkeeping Salves Accounting Delays," American 
Business, (Sovember, 1954), p. 13. Pree wa om 


Te Sc. dgordan, "Penny Slimination in Accounting Records: A 
Case Revort,” The Comptroller, (Mey, 1952}, pe 223. 


S*ctners Say Cents=-less is Sensible, 
(June, 1954), p. 27. 


t$ 


Maneszenent tethods, 


7 yonn S. Woodbridge, “How Gents-less Accounting Saves Money 
for Pan American,” Management Methods, (June, 1954), p. 21. 
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management still feels that the concept has advantages. H. d. 
Sanborn, the Administrative Assistant, stated that since that time, 
they have been using electronic computers for over seven years, 

but rezardless of the type of equipment used, the theory of whole- 
dollar accounting still applies .24 At the Syracuse Supply Company, 
the concept reportedly eliminated the handling of more than a 
million digits per year in recording and posting operations. This 
made it possible for personnel to assune additional duties 
resulting from an increased volume of business. It was neted that 
the time required to post the general ledger accounts was cut in 


naif, ++ 


Reduction of Srrors 


In using the whole-=dollar accounting concept, less digits 
are handled as cited previously, and accordingly, there is less 
chance of errors occurring. Thus, the quality is also improved and 
errors can be detected more easily.t* interposition of digits 
occurs less frequently and there are fewer errors in repetition of 


the wrong figure in a number involving a repeated digit, such as 








lOvetter from He d. Sanborn, Administrative Assistant, Pan 
American World Airways, Merch 17, 1964. 


Llvay and Kiinugman, log. cit., p. 19. 


Levovyert 4M. Birkhold, “Penny Slimination,’ Ihe Controller, 
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$432.25 ws. 4433,25,7 On occasions, an addition of three columns 
of figures can be made nentally; however, with additional columns 
it usually requires the use of column by column addition or the 
use of an adding machine, = 

To illustrate the advantage gained in verifying amounts 


using the whole dollar concept, note the four tabulations below: 


(1) (2) (3) (4) 
$805.81 $805.81 $806 8306 
4.29 4,29 y 4 


in the first, the one dollar footing error is noticeable but well 
eamouflaged by the pennies. In the second, the ten cents error is 
even less obvious. Welther is likely to be detected without 
columnar addition. In contrast, the one dollar and ten dollar 
errors in the third and fourth tabulations are obvious at 2 glance 
and no opportunity exists for errors in pennies. 

Paul J. Horschier?® related the reduction of errors by 


whole-dollar accounting to increased productivity in the following 


ways: 











Lopaymond J. Barber, Jr., "Does Your Accounting Make Cents? 
National Association of Cost Accountants Bulletin, (September, 1947}, 
Pe 29. 


l4nirkhold, loc. cit., p. 163. 
L§ 
Jordan, loc, cits, p. 222, 
16prand J. Horsechler, "Sliminate Pennies--Save Dollars, " 


National Association of Lccountants Bulletin, (January, 1960), 
PP. Df-50. 
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1. The less errors « the more work of higher 
quality that is accomplished, 

2, Tne less time needed for locating errors and 
verification after errors are found. 

3, The less pressure st critical times with faster 
closings and quicker statements, 


Reduction of Statement and Report Time 





While the preparetion of statements and reports in whole 
dollars has become a common practice, the process is greatly 
facilitated when the underlying accounts and records are kept in 
whole dollars .?! During the normal closing of accounts and the 
preperation of statements and reports, personnel sre usually 
performing under exceptional pressure of work load and time, The 
easing of work during these psricods is highly desirable. At 
compsnies such es Surface Combustion and Cleveland Electric 
Illuminating, accounting management and personnel agree that there 
have been reductions in work effort es a result of the employment 
ef the whole-dollar accounting concept, and reports have been 


completed earlier. ° 


The coneept can be @ valuable ald to efficient 
management sines one of the major principles of gcod management is 
that management be kept informed and the information must os 


timely .29 





l7sarnara, Loc. cite, De L705. 





L8xay and Klingman, loc. cite, pe 25. 


19>eter §. Drucker, fhe. Manasenent, (iiew York: 
Harper and Brothers, Publishers, 195 pis 








AG 





In keeping management informed, Mr. Neckert states that 
reports should be as clear and simple as possible, and should 
contain only essential infornation~-superfluous information should 
be eliminated.29 By employing whole«doller accounting and 
eliminating the cents from reports, the reports become clearer and 
easier to comprehend. It is easler to identify significant changes 
and to make comparisons and mentally compute relationships with the 


eents eliminated. <* 


Not only are the appearance and readability 
improved, but also there is a highly tangible saving in revort 
space, “ore figures can be inserted in the same space or the 
overall size of the paper can be reduced, ““ Management is aware 
that in certain reports accounting or statistical information is 
excluded because of the size of the report form. This is 
particularly true when reports are prepared by electronic conputers, 
electric accounting machines or bookkeeping machines. A reduction 
in report form size also provides additionsl savings in file space 


requirements and in the cost of procurement of the foras. 


203. Brooks Heckert, The Analysis and Control of 
Distribution, (lew York: Renald Press Sompany, 1957), 5. 335. 
@lsirkhold, loc. cit., p. 164. 


22 





Barnard, loc. cite, p. 1706. 
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Improved Personne: 


Hignex personnel morale is another advantage. Uothing can 
be more frustrating then to spend @ great deal of time attenpting 
to lecate an error that amounts to only a few cents.*" With whole- 
Gollar accounting, this frustration 1s eliminated and accounting 
personnel feel that they are accomplishing a function of great 
importe—-that of accounting for the large value in whole dollars. 
The futility of attempting to locate a minor error is well 


illustrated by a story cited by 0. B. MeCue, the Treasurer~ 


ei 
Controller of the Minneapolis Star and Tripane:”* 


it seems that a senior in a public accounting firm 
was sent to Texas in the middle of July to make an 
exanination in eonnection with a court action. Upon 
arriving, the auditor found that the books were in such 
a deplorable condition that he decided 1% would be 
necessery to cet the details an. reconstruct the 
transactions so thet he could prepare a financial 
statement. The court was pressing for the information 
and every day our auditor received letters from his 
principal inguirins as to his progress and his estimation 
as to when he would be finisned. 

Winally efter a day of 100-plus heat, he was ready to 
take off o trial balance. Alongs about mideevening, with 
the thermometer atill in the 90's, our auditor added up 
the trial balance and found the books to be out of 
balance by ten cents. (He had not adopted the whole~ 
dollar accounting or he would never have encountered 
this situation.) Knowing that he was supposed to fly 
back to his office that night, he prepared a final 
journal entry for the ten cents with the followings 
explanation: “To balance the goddamned books" +~ [ 
doubt if there would ever be any doubt as to why the 
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25 *rennyless Bookkeeping Caves Accounting Delays,” American 
Business, (Movember, 1954), po. 13. 


Om. b: MeGue, “Jentsless Accounting," Hhole~Dollar 
Accounting, (New York: CGontrollersnip Foundation, 1957), p. 319. 
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46 
journal entry was prepared. I am sure that many of 
our employees . « « would be glad to hear us make such 
an @xplanation and thereby reduce overtine. 

Along with higher morale, one of the intangible or indirect 
advantages to whole~dollar concept is that with its introduction, 
which is a distinct departure from tradition, accounting personnel. 
appear more willing to come forth wlth suggestions for other 
improvements in procedures and methods and, ina few instances, 
have resulted in the development of a two-way communications system 
for preposing and considering constructive criticism and new 


ideas. 25 


No Unsuceessful Applications 


Although this cannot necegsarily be considered an advantage, 
it is alec not a disadvantage, There is no mention of any 
unsuccessful applications of the wholse-dollar accounting concept 
in any of the readings cited, nor has the OControllership Foundation 
of the Sontrolliers Institute of America in its research found 
any .©5 Once @ company has implemented the concept in its 
secounting system it has never reverted to the old systen of 


accounting fer the cents. 








eOMay and Klingman, loc. cite, Be 13. 


26" ole=Dollar Accounting Studies,” The Sontroliler, 
(December, 1957), pe 592. 
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GHAPTER V 
DISADVANTAGES OF WHOLE-DOLGAR ACCOUNTING 


Wone of the business concerns cited in published articles 
concerning the whole-dollar accounting concept has reported any 
major limitations or disadvantages, There are some disadvantages 
which are theoretically pessible, or even hypothetical, and there 
are purported disadvantages which are used in “arguments” ageinst 
the whole~dollar accounting concept. Same of the ny pothetical 
disadvantages could possibly oceur with inexperience in the 


application of the concept. May and Klingman, > 


however, in their 
study of whole-dollar accounting, steted thet in all their on-the~ 
spot research and also an industrious search of other reports of 
actual experience with whole-dollar accounting, they were unable 
to uncover any experience of basic weakness or disadvantages 
inherent in the concept. The hyvetheticnl disadvantages did not 
occur, or in the few instances in which they did, corrective 


agtion promuptly eliminated then, 


Concept Abandens Double imtry Principle 


One of the so-called disadvantages cited in comments 


against whole~dollar accounting can be attributed to a 





Lylorence A. May and Herbert F. Klingman, Whole-Doll 
Accounting, (New York: Comptrollership Foundation, Lon), De Th. 


Ay 








48 


Risunderstanding of the concept--that by employing this technique 
of accounting one abandons the basic principle of double entry.* 
This is incorrect, for the philosophy of balancing debits against 
eredits, or details against controls, as is present when pennies 
are used throughout the accounts, still exists, The accounts in 
the general ledger balance to the penny, except that one or more 
accounts tharein are established to record the pennies elininated 


from the various classified ae eeuata,” 


woss of Control 


Skepties have eontended that the concept would encourage 
carelessness on the part of the accounting personnel and lead to 
padding of entries to insure balancing or for other purposes.” 
Without a conplete understanding of the reasons behind whole-dollar 
accounting and how it is used, the full potential of the concept 
may not be realized and the above conditions could oceur.? If 
adequate and specific instructions are issued as to which accounts 


the whole=dollar concept is to be applied, and adequate supervision 








te el ee eee ee ae RM ee 





“"Cents-less Accounting: An Exehange of Ideas," The 
Interual Auditor, (September, 1953), p. 72. 
ibide, PP» T3+T4. 


t 


Anay aud Klingmen, loc. cite, p. Jl. 
Robert H. Birkhold. "Cents«less Accounting," The Internal 
( 


Auditor, {Tane, 1953), p. 78. 
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and follow-up is effected, accounting personnel will continue to 
function as efficiently and carefully as at the present time.° 

In addition to the above safeguards which are routine, in the ilavy 
there are also the audits by the various staffs, such as the Navy 
Regional Finance Centers, the Navy Area Audit Offices, the 

General Accounting Office, and the Inspector General of the Supply 


Corps that would deter carelessness or padding. 


Undesirable Variances 


A hypothetical disadvantage that is sometimes presented as 
a reason for not employing the coneapt is that by eliminating the 
cents a significant variance could result in either a debit or 
eredit cf serious import. ! When the rounded dollar technique of 
whole-dollar accounting is employed, some variances will be 
created; however, a5 in the cags of any quality control system the 
variances can be kept within acceptable limits or tolerances,” 
In areas where transactiona, due to their nature or infrequency, 
would result in variances in excess to the acceptable linits, the 
whole~dollar accounting concept should not be employed. The areas 


in which whole-dollar accounting should not be utilized can be 





OS 


S52, 5, Barnard, “Whole Nollar--An Application,” National 
Associotion of Copt Accountants Bulletin, (August, 1955), p. 1708. 


Tway and Klingman, lee. cit., pp. 32633. 


c at, 
Spennyless Bookkeeping Selves Accounting Delays, “ 
American Business, (‘lovember, 1954), p. 15. 
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easily determined by applying a simple statistical analysis and 
making an objective decision whether or not the concept should be 
employed. 

in several organizations referenced in the May and 
Klingman study,” the net cumulative variances were well within 


aeceptable Llinits: 


Time, Incorporated reported a total net verlance 
of approxinetely $500 after more than six years--on an 
averace annual volune of about two hundred million 
dollars. 

Dravo's net amount in the “Penny Slimination” 
account has ranged between $200 and $300 per year on 
volume ranging between {60-990 million annually. 

A% Oelgate~Palmolive, the cumulative net variance 
Ln the Penny Adjustment account for a three-year period 
totaled 9980, Denestic sales for this company 
approximate 392390 million per year. 

Bethlehem Steel for Fiseal 1955 showed a net 
variance of $5,347 with total billings (sales) of 
&2 billion. This amounts to a net variance of roughly 
$2.60 for each billing. 


Concept Will Se More Trouble 





Personnel not thoroughly familiar with whole-dollar 
accounting have contended that the coneept will result in more 
trouble than it is worth, L° In certain areas of small numbers of 


transactions, this comment aay be true; however, os proven by the 














wa 





Ixay end Klingman, loc. cit., po. 34-35. 


LOgobert #. Birkhold, "Penny Wlimination," The Controller, 
(April, 1952), Pe 163. 
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mumber of concerns which have management and adopted the whole- 
dollar concept, accounting personnel acquainted with the concept 


feel that it is worth it in savings of time, effort and money. ++ 


Mathematical Probabilities 


Finally, in the erea of disadvantages are those of 
mathematical probabilities which might eccur under certain 
circunstances,/*© A considerable percentage error may eccur in 
the difference between two nuwabers, each of which has a amall 
error. For instanes, if an item was sold at $624.70 and was 
carried at a cost of £519.36, a gross profit of *105,.32 weuld be 
mede, If the monitary amounts were rounded off to 7625, °519, and 
§106, en error of only .048 percent in sales and .073 percent in 
eost would occur; however, a .646 percent error would occur in the 
gross profit. This, of course, would be only one transaction and 
accordingly, based on the law of averages, the error ratios in a 
Large number of transactions would decrease to under one tenth of 
a percent, There could, in addition, develop serious distortions 
or Variances when there are smell errora in unit priees or rates 
which are multiplied by large quantities. 1% is advisable to carry 


unit prices and rates as accurately ag currently done and then 
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livarnard, lec. oit., p. 1710. 





L2veymond g. Barber, Jr., "Does Your Accounting Nake Cents?’ 
National Association of Gost Accountants Bulletin, (September, 
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round-off amounts after extensions sare made. ~ 


Proper Application 


Ali in ali, the disadvantazes of whole-dollar accounting 
are far outweighed by the advantages. Since the disadvantages only 
operate under certain conditions, 2 careful analysis of the 
accounting requirements in euck area that the concert is to be 
applied should preclude any poscibie pitfalls. an improper 
application of the roundingeoff procedure was cited during personal 
interviews with personnel in the General Accounting oftice.-* 

Guring the flscalk year 1963, the Federal voevernzent 
employed 2,514,900 eivil service personnel, of which more than one 
million, ebout 45 pexeent of the total, were paid aecording to 
gealary scales fitted to the Federal job classification systen.*? 
The pay ranges from $3,305 to 920,000, and is established by 
Qongress, The salary tables, which convert these yearly salarles 
to hourly rates for use by the varlous agencies, are developed by 


the General Aceounting Office. A few yeers ago one of the General 
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45 tpid., Pe 35. 
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14 interviews with kobert Le aie Associate Director, 
Aceounting an¢ Auditing Policy Staff, and John W. soore, Gounselor, 
General Counselor's Office, General Accountine OLfice, Mareh 3, 
1964, 

ms, &. Jivil Service Jomaingion, fhe Federal Csreer 
Service... at Your Service, 1963. 
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Accounting Office's personnel recowmended that when the salary 
tables are computed, that all hourly rates during the conversion 
be rounded upward to the nearest cents. The effect of this 
erroneous roundinz can be noted In computations of pay based on 
the General Accounting Office Salary Table, Number 42, issued 
December, 1965. 

Por a GS-4 in pay step 4, tne annual salary as established 
by Congress is 46,055; however, the salary table indicates an 
hourly rate of 42.91. If this hourly rate is converted back to a 
yearly salary (32.91 times 2,080 hours a year) it amounts to 
$6,052.30. A GS-15 in pay step one is authorized an anneal salary 
of $14,553, oy Congress. The salary teble indicates his hourly 
rate to be 87.01. If this rate is converted back to an annual 
palery (17.01 x 2,030 houra), it would awount to $14,580.40. As 
@ result, the seneral Accounting Office estinates that Civil 
Service employees are annually being overpaid twelve million 
dollars, 23 compared to the smounts euthorized and established by 


6 
cengress.*° 
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16 tnterviews: with Reser and Moore, General Accounting 
Office, March 5, 1964. 
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OHAPTSR VI 


LEGALITY OF THS CONCEPT IN GOVERNMSNT APPLICATIONS 


fhe Sudget and Accounting Procedures Act of 1950 


The Budget and Accounting Proeedures Act of 1950 (Public 
Law 7384) delegates the responsibility to the head of each 
government acency for establishing and maintaining an adequate 
system of accounting and internal control which conforms to 
principles, standards, and related requirements for accountin 
prescribed by the Comptroller General of the United States. sua 
to the wide scope and diversity of the government activities, 
different accounting systema have been developed by the varicus 
agencies which sult their needs and still conform to the principles 
sStanderds and requirements established by the General Accounting 
office. 

In establishing the principles, standards and requirements 
the Comptroller General is required to consult with the Secretary 
of the Treasury and the Director of the Bureau of the Budget 

lpudget and Accounting Procedures Act of 1950, 64 Stat. 
Be4%, 310. 3. Cc. 65, See. 113 (db). 


@Financial Management in the “avy, (Nashington: Sureau of 
Naval Personnel, 1962), p. Lil. 
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concerning their accounting, financial reporting and budgetary 
needs.- Once the needs are identified, the Comptroller General 
implements the requirements through the publication of memoranda 
which have general application throughout all the government 
agencies: 

Ll. General Accounting Office General Regulations. These 
regulations are normally mandatory for all agencies, and are 
procedural in nature. 

2. Accounting Systems Memoranda. These memoranda are 
less formal than the regulations and are used to make interim 
chanzes in tne General Regulations, establish tentative 
requirement on a test basis during 4 development period and 
provide general information for all agencies. 

3. Accounting Principles “Yemoranda. Only a few have been 
fesued and these have not been attempts to institute firm sets 


of principles. 


Comptroller General Decisions 


In addition to the memoranda, the Comptroller General 


makes thousands of “advance decisions” in response to questions 


etapa acetate ens COR Se ciel OTN A OORT OAD I TING TORN TG. PALAIS Sls 8 ASE CE IS A ASCE TE AI EL IIOP LIL AIELLO DLE: LOE OPO OID ALI LLORES DEEL ELED IEA DED ALLE ILI! OLALLE I SISO IALLIE ELIS, 


Budget and Accounting Procedures Act of 1950, loe. cit., 
Sec. 112 (a). 


f 

“orice le Kohler and Howard W. Wright, Accounting in the 
Federal Government, (Englewood Cliffs, %. J.: Prentice-Hall, inc., 
#950), p. O18 
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received from various agencies concerning the propriety of actual 
or proposed transactions. Various General Accounting Office 
divisions may consider a case and make recommendations to the 
Comptroller General. Onee a decision is made and issued it is 
binding oa the executive branch of the Government and the General 
Accounting Office, for "within the government these decisions 
have the effect of law unlées the Comptroller General is overruled 
in the courts or by the Congress. "> 
Such a decision was rendered when the Post Office 
Department wes considering the adoption of the whole-dollar 
accountinz coneept in 1953. (Note Bxhnibit 2). In the letter to 
the Postmaster General, 5. L. Pisher, the Acting Somptroller 
General, commented that the General Accounting Office was 
"Interested in encouraging developments which will permit savings 
along with the accomplishment of adequate accounting results." 
These comnents were consistent witn the desires of Congress as 
set forth in thelr policy statement concerning governmental 
accounting in the Budget and Accounting Act of 1950. Generally 
speaking, Congress was for the elimination of duplication and 
uneconomical "accounting for the sake of accounting” procedures. 


Section Ili of the Act of 1950 specifically staves: 
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EXHIBIT 2 


LETTER TO HE POSTMASTER GENGRAL 
PROM THE COMPTROLLSR GENERAL 
OF THE UNITED SPATES 


pean il 80 


OOMPEnOaLSR GSABRAL OF THE UNITED SPaTos 
WASEINCTON 25 


A SEE ey AE ee 














Be115555 July 27, 1955 


The Honorable 
The Postmaster General 


My dear “r. Postmester Cenerel: 


Thie is in reply to your letter ef July 20, 1953, with 
regard to the elimination of pennies in accounting and reporting 
processes with certain limitations. 


Inasmuch ar you do not plan to drop ecants with respect to 
transactions involving the public, or in accounting for cash and 
&ll other activities where accountability must be maintained, 

I do not view your proposal es a departure from prescribed 
accounting principles and stendards. Moreover, we are interested 
in encouraging developments which will permit saving along with 
the accomplishment of adequate aecountineg results. 


Our approval of an accounting system necessarily depends 
upon an evaluation of its adequacy a3 well as its conformity 
with preseribed princinles end stendards. 4Yowever, I can assure 
you that inclusion of appropriate provisions for whole dollar 
accounting alonz the lines outlined in your letter would not in 
itself be a cause for wlthnolding approval. Since the secounting 
system(s} of the Post Office Department is being developed 
cooperatively with my staff, I foresee no problem in connection 
with this matter. 


Sincerely yours, 


/e/ 8. b. FISHER 


Acting Gomptroller General 
of the United States 
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Section lil. it is the policy of the Oongress in 
enacting this part that: 


(e) Emphasis be placed on effecting orderly 
improvements resulting in simplified and more effective 
accounting, financial reporting budgeting, and auditing 
requirements and procedures and on the elimination of 
those which involve duplication or which do not serve 

& purpose commensurate with the costs involved. 


Legality of Concept 


Thus, the concept of whole-dollar accounting was 
"legalized" for use in the Post Office Department and any other 
agencies that follow the same guidelines of applying the concept 
to internal accounting. In 1954, J. W. Askew, the Controller of 
the Post Office Department, advised Walter 3. Dewey, who was 
instrumental in helping the enactment of the whole dollar reporting 
proviso in the Federal Income Tax regulations that no legislation 
had been required to implement the whole-dollar accounting concept 
in the Post Office Department and none was anticipated in the 
future.© After ten years of utilizing the concept, no legislation 
has been required. ! 

John W. Moore, of the General Counsel, General Accounting 
Office, stated that he could not foresee any difficulties should 
the Navy desire to adopt the whole-dollar accounting concept, 

Onetter from J. W. Askew, Controller of the Post Office 
Department to Walter E. Dewey, January 14, 1954. 


Tinterview with Benjamin Wostein, Director of Postal 
Rates Division, U. S. Post Office Department, February 7, 1964. 
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provided, of course, that the Navy evaluates the areas of possible 
application and presents the proposed adoptation of the concept to 
the Oomptroller General for approval prior to imuplementation.© 

While employing the concept for internal accounting in 
governmental agencies, the application of rounding off amounts 
to whole dollars is acceptable within the terms of the U. 3. Code 
Annotated, Title 31.7 Section 686 1s concerned with the purchase 
or manufacture of stores or materials or the performance of 
services by a bureau or department for another bureau or 
department, and is quoted in part; 

« « » the head of such executive department establishment, 

bureau, or offieca to be in the interest of the government 
so to do may place orders with any other such department, 
establishment, bureau or office for_material, supplies, 
equipment, work or services ... /payment should be 
effected/ on the basis of the actual cost of the material, 
Supplies, or equipment furnished, or work or services 
performed, ..- - shall be made ag may be agreed upon by 
the departments, establishments, bureau or offices 
concerned. 

Accordingly, if the various activities agree upon whole dollar 
amounts, it would be acceptable in accordance with the U. S. Code. 
Furthermere, internal government transactions between agencies 
@o not have to be exact since these transactions represent 
adjustments between appropriations and accounts as distinguished 


from transactions with privete businesses where an overpayment 





S interview with John W. Moore, Counselor, General Accounting 
Office, february 12, 1964. 


Su. G. Gode Armotated, Title 31, Chapter II, Section 686. 
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Might cause a financial loss to the United States. This point 
is cited in Comptroller General's decision B~116194 of 
Oetober 5, 1955. (Note Appendix D) 





CHAPTER VIL 
APPLICABILITY TO NAVY ACCOUNTING 


In all facets of the Navy work is performed end functions 
accomplished within certain tolerances or standards. Basically 
it is a quality control system and is applied to nearly everything 
from the production of material processed under military 
Specifications to fitness reports and the preparation of 
correspondence. The quality control system is allegedly applied 
to the Navy accounting system and requires a zero tolerance--~ 
accounting “to the penny” in all aeecounts. Yet with all this 
purported accuracy, accounts and records are more subject to error 
when additional digits in the form of cents are manipulated. 
Shore activities authorized to render stores returns, as well ag 
the Navy Regional Finance Centers and Navy Finance Centers, are 
allowed to make adjustments in the reconciliation of receipts from 
ourchase* and receipts from other supply officers.” In addition, 
at all levels of the Navy supply and accounting system, adjustments 


and surveys are made to “correct” differences. 





leebert H. Birkhold, "Cents-Less Accounting," The Internal 
Auditor, (June, 1955), p. 74. 

eu. Se Navy Department 
Bxos P=1000, (April, 1952 Rev.) 
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with the peraitted adjustments to vouchers and inventories, 
the Navy is actually performing accounting within controlled 
tolerances other than zero. The employment of the whole-dollar 
concept in the ‘avy accounting system would still allow the 
accounting operation to be accomplished within the present 


accepted requirements and additional benefits would also be gained 





Whole-dollar accounting 1s not a cure-all for it cannot 
be applied to accounts reflesting cash or third person accounts 
except as discussed in Chapter III. However, the concept has 
proven feasible and accaptable in wumerous companies, the Naval 
Research Laboratory and the Post Office Department. The value of 
the concept was noted by Ralph 4. Martin, the Controller of the 
Standard 911 Gompany of Ohio, who commented that whole-doliar 
accountings was one of the milestones which his company had passed 
on the road of clerical Laprovements.* 

Applications of whole-dollar accounting have been employed 
to a certain desree by the Savy for a nwaber of years in the 
disbursement of military pay, property accountins, stores accounts 


and @ost accountine. 
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4pelpn A. Martin, "Where and How to Save Clerical Jost,” 
Controlling Office Production, No. 140, (New York: American 
Management Association, 1955), po. 7. 
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“wllitary personnel of the Navy are paid in whole dollar 
anounts except at the end of the fiscal and calendar years, at 
which times they are paid in exact dollars and cents. In paying 
in whole dollar amounts, the cents are not rounded off, but rather 
are maintained on the payrolls. when the accumulation totals a 
dollar, an additional dollar is paid. 

in nmeintaining plant property account, the accunulated 
costs relating to a particular item of property are posted in 
whole dollar amounts. Differences that result from the 
€limination of pennies are accumulated by the month end the total 
of tne differences is reported monthly in the Reconciliation of 
Plant Account (SavCompt Form 167). The report accounts for the 
basic receipt and expenditure documents flowins tnrough the 
accounting system and provides for a currant and balancing summary 
of plant property at each naval activity.” 

when establishing unit prices of ecertein items of stock, 
the vavy rounds off the price, particularly in the Navy Stock 
Aecount.® 

Tha whole=dollar accounting concept is utilized by the 
Naval Research Laboratory, Vachington, D. G. in all of its internal 


aecounts. the laboratory is financed by the Uevy Industrial Fund 











Pvavy Sontroller Manual, Loe. eit., pp. 6-65-5-66, 
St Cents ilay Save Je Dollars,” Bureau of Supplies and 
Accounts Newsletter, (February, 1951), p. 3d. 
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and functions a3 an Industrial-Commercial activity. With a budget 
of approximately $64 million in the Piseal Year 1964, the Naval 
Researeh Laboratory has accumulated *900 in the varianee account 
for a nine months period, which is compatible to previous years' 
accumulations. At the end of each fiseal year the varience 
aecount is closed ont to the retained earnings account as a debit 
or eredit.! 


An example of the Navy accounting functioning within 


aeceptable tolerances was noted in the Bureau of Supplies and 


PM OE, Or tent Gt EE AE 





Accounts Newsletter in 1951.° The Naval Alrcraft Pactory at 
Philadelphia purchased cassline in tank cars from the Atlantic 
Refinine Sompany. The quantity of csasaline beine delivered was 
determined by sounding made by the company's inspectors. The sound 
ings ware converted into barrels or gsllona at a prescribed 
temperature, and an invoice was prepared. The tank cars were 
normally delivered to the Yavy activity in the early morning, at 
which time the Wavy inspectors would teke soundings and transilete 
their readings in a like manner. 

The two calculations rarely esreed and each time in "true 
Navy tredition” the payment wac meade on the caleulation which 


indicated the lesser amount. After some months, the company 
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Tinterview with E. H. Breed, Comptroller, “aval Research 
Loboratory, dashineton, D. 0., April 25, 1964. 


— . 
“"\9 Cents May Seve US Dellers,” loc. cit. 
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accountants requested an interview. The Atlantic Refining 
Company's ledgers were filled with small debit and credit amounts, 
and the accountants requested that a test be run wherein the Navy 
would accept the company's billing and make payment thereon. Then 
after three months, the Navy would compare the total of the 
inspection report amounts with the total of the billings of the 
company for the same period. The company agreed that if there 
was a shortage, a check for the difference would be sent to the 
Navy imnediately. 

The test was made and at the end of three months the Navy 
figures indicated that the Navy had received a slight amount of 
gesoline over and above whet the company had invoiced. The test 
proved that the company had been correct in its insistence that 
differences over a period of time were not worth the attention 
they were gotting. 

‘Llitary supply activities, including the Navy, which are 
functioning within the framework of the new Defense Supply Agency 
are utilizing the whole-dollar concept in some accounting reports. 
The Defense Supply Agency Comptroller's letter of April 19, 1963, 
ag noted in Ixhibit 3, directs applicable activities to provide 
summary report information in rounded whole dollars. 

Yach time and effort is stlll expended in the Yavy, as 
illustrated by the letters included in Appendix C, in attempting 


te account for every penny. Aboard the ships, the letters were 
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EXHIBIT 3 


DEFRNSS SUPPLY AGENCY LETTER TO 
MILITARY SUPPLY ACTIVITIES 
COUCERNING WiOLE=-DOLLAR 

REPORTING 








Headquarters 
BFSNSE SUPPLY AG#NCY 
Cameron Station 
Alexandria, Virginia 


DSAH<OF 19 April 1963 
Gomptroller Letter Zo. 16 


SUBdSCT; Advance Notice of Ghanges to the Accounting and 
finance Manual DSAM 7900.1 


TO: Molders of Accounting and Finance Manual, DSAM 7000.1 


1. The following instructions pertain to the reporting of data 
on the Uxpence Summary Report, DSA Form 86, and are effective 
immediately. 


a. Money amounts in all columns will be reported in whole 
dollars. Fifty cents and above will be rounded to next nigher 
while forty-nine cents and less will be dropped. 


bd. In the Total Expense colunn of the report after the 
Grand Totel expenses for eech allotment/suballotment, show the 
difference (in whole dollars)due to rounding so that total 
expenses will agree (in whole dollars) with total obligations 
reflected on the applicable Status of Punds Report. 


@e ‘fhe provisions of this letter will be incorporated into a 
future change to DSA 7OO0.1. 


BY ORDER OF THU DIRscToR: 


Re Aw WILLIAMS 
Oaptain, 3S, USW 
Deputy Somptroller 
Defense Supply Agency 
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prepared and copies filed. The letters were mailed to the Navy 
Supply Depot where the accounting records were researched and 
adjustments initiated. The supply depot advises the ship of the 
action being taken by another letter and also advised the 
applicable Uavy Regional Pinance Jenter of the adjustment, who in 
turn males the adjustment and officially provides the ships with 


a corrected document, 


Navy Accounting 


With a yearly ‘avy budget of approximately %15 billion,” 
the management of the money and material necessitates the develop~ 
ment of systems and records to insure that :10 

1. Noney and material are not misused. 

2, Authorized amounts are not exceeded. 

3, Pregrams and projeate can be accurately “costed” to 
permit evaluation for future budgeting. 

The Nevy has developed an intricate accounting system to 
accomplish these objectives with six major interrelated areas of 
accounting, The purpose of the accounting function ls to couply 
with laws concerning accountability for funds and property and to 


provide service to management in the areas of budget formulation, 














a. 8, Javy Department, Javy Budeet Disest, fav Exes P1555, 
(December, 1963), p. 30. 


10g, g. Navy Department, SupDey. janagement rroblems~ 
Part II, Supply Corps School NS0S 4235«1, (December, 1965), p. 71. 
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budget execution, efficiency of operations and financial progress 
in the execution of plans. These six areas are: 

Le Appropriation and fund accounting--which consists of 
the verious levels as apportionnents, allocations, suballocations, 
allotments, and suballotments plus the less formal operating 
targets.+t 

2. inventory stores accounting--accounting for material 
inventories and the distribution of charges for the use of 
inventory .+¢ 

3. Plant property accounting--accounting for capital 
property, including plant property, minor property, ships, 
aireraft and niseiles.+ 

4, Payroll sceounting--the preparation of payrolls and 
the distribution of costs of military and civilien labor costs,+* 

5. Cost accounting--accounting for costs of operations, 
and in certain cases, the distribution of overhead eosts.-> 

6 Program accounting--accounting for program packages 


in accordance with the Department of Defense program structure. 


» mndaansteiiaadiicoea 


llvevy Comptroller Menyal, loc, cit., pp. 1-4, 
12 tpad. 
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Basleally, the accounting system of the Havy closely 
parallels that of private industry except for the appropriation 
and fund accounting portion which is more rigidly controlled by 
laws. The greatest majority of Navy accounting is being 
accomplished for internal purposes, and, as such, is again 
conparable to private industry. The legality of employing the 
whole~dollar accounting concent for the internal use in a 
governmental agency has been established in the case of Post 
Office Departzent (See Exhibit 2). Tolerance ranges in the form 
of authorized adjustmexts have been established in the Bureau of 
Supplies and Accounts Manuals and the Navy Conptroller Manuals. 


Depending on the category of the accounting, variance accounts 





could be maintained at the local Lleyel or amounts could be rounded 


off and ignored. Consider the appropriation accounting for ships, 


as illustrated by Figure 1, 
Appropriation and Pund Accounting 


Appropriations are developed for specific purposes, such 


as procurovent, militery pay, and operation and maintenance of the 


fleet and shore activities. These are further subdivided by 


various catezories as to type of fleet or shore activities. These 


subdivisions are divided still further wntil each unit or aetivity 


is identified 2s being responsible for a certain portion of the 





TO 
FIGURE 1 


PUNDING AWD ACCOUNTING FOR ACTIVE FPLEST VESSELS 
APPROPRIATION OPERATION ASD MALTNTEZNANOE, NAVY 


Burear 
au ~ Adudget 
Allocation Setimates 
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. Navy Regional Finance Centers, “jorfolk and San Diego. 
. ‘avy seglonal Finence Center in area of Activity or Ship. 
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appropriation. Thus the authority to obligate funds is granted 
& ship through the procedure of controls established in budget 
executicn process. fhe entire process of the various 
subdivisions-~the allocation and suballocation, the allotment and 
suballotment, and the operating tarzets=-<1s accomplished in whole 
dollar anounts, 

fhe ship being the final recipient of a subdivision is the 
gatartins point for the reportins of expenditures and for the 
introduction of thousands of primarily internal avy transactions 
involving pennies. And, of course, thousands of repeated posting 
to records and reports of the pennies. A typical destroyer will 
process 3000-5000 transactions through its Operating Target 
records in the course of spending from $60,000 to {100,000 of 
operating funds annually. ° 

Under the Operating Target procedures the ships maintain 
a "Combined Requisition and Operating Target Record Book" which 
functions as a source of material and financial management 
information, The record book facilitates the accumulation of 
information concerning obligations and expenditures and is the 
pasis for the monthly Obligation/Expenditure Report to the favy 
Regional Finance Jenters. wWhole-dollar accounting could be 


employed in the posting of the obligation, which, of necessity, 

















LOsupoly Management Problem=-Part If, loc. cit., pp. 7-20. 
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are in certain instances estimates. Expenditures, likewise, could 
be recorded in whole dollar amounts, particularly if all ltavy 
activities transacted their business in whole dollar amounts. 
Assuming & ship requisitioned seven electronic tubes with 
a unit price of $4.75 from a supply center, although the exact 
total cf the seven tubes amounted to 333.25, the amount posted as 
an oblication in the record book would be rounded to $33. The 
Supply center iasuing the tubes would carry them at the unit price 
of #4.75; however, when the data processing computer made the 
lgsue, the extension total of each item would sutomatically be 
rounded off. ‘The cents eliminated would be accounted for ina 
cents elimination account and quarterly cleared out es an inventory 
adjustment, An expenditure to the ship would be reported by the 
supply ectivity in the amount of $335, to the Navy Regional 
Finance Genter. ‘The necessary reconciliation at the ship and favy 
Regional Finenee Senter Levels would be resolved with a 
considerable reduction in the number of dizits to be posted, 
matched, and summarized. This same precedure would result in 
similar savings throughout the reporting system. It is 
acknowledged that in this one transaction the ship gained twenty-« 
five cents in its Operating Target and the Lavy Stock Fand lost 
twenty-five cents; however, with a multitude of transactions tne 


gains and losses should reeolve themselves at nearly a zero 
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difference. ‘ionltoring of the variance accounts could be 
accomplished through the stores returns and at the bureau levels 


in the control ledgers. 
inventory Stores Accounting 


stores accounting involves property, appropriation, and 
cost accounting for tne receipts of material into the custody of a 
Supply officer and the expenditures of such material. The 
aequisition of certain meterial initially ia funded by a 
revolving fund, the Navy Stock Fund, which is reimbursed by the 
appropriations chargeable for tne use of the material. Certain 
Other moaterisis are procured by another Yavy appropriation, the 
Appropriation Purchases Account, which is not reimbursed upon the 
issue of the naterian.~! 

Saterlal purchased for both the Appropriation Purchases 
&ccount oid We Javy Stock Account could have rounded off standard 
unit prices established immediately after procurement. Currently 
the Navy pricing policy for determining the price at which an 
item is tc be carried on the stoak records of the Havy allows some 
latitude, Peragraph 034001<3 of the avy Comptroller Manuel states 
that: 


5 os 


LT vayy comptroller Metual, loc. cit., p. 43. 
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Generally, the current purchase or production cost 
of an item, for the purpose of establishing a standard 
price, will be based upon evidence, such sas current 
contracts, purchase orders, or invoices, but judgment 
will be exercised to arrive at a reasonably current 
price, 18 | 
In numerous instances at Navy Supply Depots and Centers, 
items with established standard prices are procured loeally at 
prices considerably higher, due to purchases of smaller quantities, 
or considerably lower, due to new production techniques or other 
reasons, Sinee standard prices are only adjusted on an annual 
basis, *? differences continually occur. Inasmuch as each item may 
only have ene standard price, purchase adjustments are made to 
account for the differences. Gmali items of large quantities with 
estimated prices considerably less than e dollar could heve 
etandard unit prices in cents. Upon transfer or issue, the 
extensions could be rounded off as discussed previously, or in 
cases of small quantities, the appropriation could be charged and 


the items carried at no cost. 


ofores <eturns 
Stere returns for internal tiavy reporting, such as the Wavy 


20 21 


Stock 4ceount Returas, Appropriation Purchases Account Returns, ~ 











alates nal 








savy Jom troller Manual, loc. cite, Dp. 4-5. 


9 pia. 
inid., pp» 411l-4<112. 


a2 
Ibid., op. 4=112=4-113. 
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General [fers Returns, and Ship's Stores Returns, “ are presently 
submitted to the Nevy Neglonal VYinance Centers and the Wavy 
Finance Center, Cleveland, for reconciliation and consolidation. 
The returns are reported in exact dollars and cents, which requires 
considerably more typing than required for a return in whole dollar 
amounts. 

In the quarterly preparation of a Ship's Store Operating 
Statement which oceurs on approximately SOO ships in the fleet, 
the utilization of whole«dollar accounting would save an average 
of 100 typins strokes par statement (exeluding the period and 
cents and not replacing them with deshes or zeros). (Note Figure 
2) The verification of the stores return at the Navy Finance 
Center, Cleveland, would be more rapid, as noted in Chapter IV, as 
would the reconciliation of supporting documents and the 
consolidation of accounts for the Bureau of Supplies and Accounts. 
Documents suppertinc the returns would be convertea to whole 
dollera, a9 illustrated in Figures 3 and 4, thus eliminating the 
perpetustion of cents throughout the reporting system. Acceptable 


tolerances could be established to insure the “accuracy” of the 


accounts, 














e2y. 3. Navy Department, Buresu of 3upoplies and Accounts 
Manual, I1f, (february, 1946, Reva), DPe (H19"7HB2, 


“) Thid.s, pp. 9-64~9=72. 
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SHIP'S STORE OPERATING STATEMENT 
WAY. S. AKD A. FORM 234 (REV. 2-61) 


BUSANULA HEPOKT 7340-5 
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3606 1 Jan 1963 to 31 Mar \y63 
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(3606) USS FARGO (CL106) 
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One of tne sun-corting docunents for the Ship's 
Stored Return submitted to the Navy Finance Center Cleveland. 


In the event that inventories would be maintained in 
exact dollars and cents, extensions would be computed and 
converted to rounded off dollar amounts for reporting purposes. 
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One of tae supsorting documents for the Ship's Stores 
Return submitted to the Wavy Pinance Center Cleveland. 


In the event that inventories would be maintained in 
exact dollars and cents, documentation of losses could be 
in exact amounts, however for reporting purposes, only 
rounded dollar amounts would be used. 





19 
Plant Property accounting 


Ag previously discussed, wholeedollar accounting is 
currently authorized in preparing the Reconcillation of Plant 
Account (JavCompt Fora 167).-" Individual record cards, however, 
are stili maintained in dollars and cents in accordance with the 
Savy Comptroller “enuel instructions.°9 Private industries that 
utilize the whole-dollar accounting concent maintain ali property 
accounts in whole dollare. The amounts are rounded off before they 
are posted to the property accounts with the pennies eliminated 
d@pited or creiited to the penny elimination account. Depreciation 
ig aise effected in whole dollar amounts . 7° The Wavy could readily 
adopt the whole~dollar concept in the maintenanee of the plant 
property records, 

Depreciation is only applied to Navy plant property at 
industrial~comnercial activities. Currently the savy Comptroller 
allows that the monthiy depreciation ficure can be rounded off; 
however, latitude is given to maintsin certain depreciation charges 


in dollars and cents. Quoting from the Navy Comptroller Manual 
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conecerninze the method of conputing the depreciation: 





AL: 

“" avy Gomptroller Manual, loc. cht., p. 5-66. 
van" 

“OThLd., DD» 6435-637. 


26 ¥ ” % a 

“Ovlorence A. May and Herbert #. Klingman, shole-Dollar 
Accounting, (few York: Controllership Poundation, Ine., 1957), 
PD. Sf, 95-66, 119. 
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ta obtain the monthly depreciation figure, the 
cost of the item will be divided by the number of 
months of estimated Life of the property. The 
resulting figure will be rounded off to the nearest 
dollar by dropping the amount between one cent and 
forty-nine and adding one dollar for any anount between 
fifty and ninety~nine cents. Property record cards 
currently in existenee thet have depreciation rates to 
whe nearest cent need not be changed. When depreciation 
charges and reserves are computed mechanically on 
electric accounting machines resulting in exact anoyg be , 
rounding off to the nearest dollar is not required.< 
the whole~dollar accounting concept could be applied to 
all plant property accounts with all recorded amounts rounded off 
26 or a specific date. Computation of depreciations could easily 
be programmed on electronic data processing computers which would 
provide properly rounded off dollar amounts and accumulate the 


agifferences that are created, 
Jost Accounting 


Sost accounting in the Navy as in private business is 
ideally suited for the employment of whole«dollar acesunting, as 
evidenced by the installation of ths concept at the Naval Research 
laboratory, Washington, Dd. fhe distribution of costs and the 
application of overhead, especially with the inelusion of indirect 


costs and depreciation provide a basis for converting all figures 
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23 interview with Se & Breed, Conptroller, Yaval cesearch 
Laboratory, sashingten, D. 2,., April 28, 1964. 
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to whole dollar amounts. ‘The application of the concept could be 
employed at all the industrial-commercial activities financed by 
the Navy Industrial Fund. These activities include twelve 
Shipyards, seven overhaul and repair facilities for aircraft, 
eight ordnance type activities, thirty publications and printing 
service activities, seven public works centers, and several other 
activities.“? The direct costs of production are generally 
accumulated by customer order. Overhead is accumulated by cost 
center and distributed to production orders on a percentage basis. 
Modified industrial activities which are financed by annual 
or continuing appropriations could also utilize the whole-dollar 
accounting concept. Included in this category are five 
laboratories and experimental activities, twelve ordnance and 
weapon installations, two repair facilities and a few others .7” 
At these activities overhead costs are charged to an open allotment 
and also accumulated in detail. Some of the activities also use a 
cost center concept and have overhead distributed to production 


orders on a percentage basis. 





ee LL Le A AES I LCR LCL LAO EL LG CIE COI AT ACT AGENTS OCCT NPAs tr cath eerie Rarthana sents ate sean 


“9 avy Comptroller Manual, loc. cit., pp. 1-5-1-7. 


_“ De T=—7, 















— 
ee ee 
- —_ — 
(le et ee Ge 
eee = (eee 
a ie nl, 8 te 
a lee ee ee ee * 
a Gs ee Rene oe 
6 ewe oie =a eae 
a ee 
lithe «ons = =—e 
~—— <a « ——E—EE—-> 
. —_ ot a ee eee dre 
ent EE PED Ge! f dems 





























¢. 
‘ 

























eee <a) cee nan —_— — a 





= - > a) aethes) (= Oe & 
oa i ans 


enw = OE. — ~ 


82 
Payroll Accounting 


the primory application of the whole-dollar accounting 
concept to payroll accounting is in the area of labor distribution 
which follows the employment of cost accounting techniques at most 
shore activities to provide efficlency information at nonindustrial 
activities and cost information at industrial-conmmercial and 
modified industrial activities. Minor utilization of the whole} 
doller concept in effecting Navy pay in whole dollar amounts has 


been discussed previously in this chapter. 





CHAPTER VIII 


SUMMARY 


The Problem 





Bech year greater pressure by Congress is placed upon the 
Department of Defense, and this on the Navy for greater economy 
and more efficiency, and accordingly there have been demands for 
more financial controls. To effect economy and efficiency, the | 
Navy has applied modern management techniques, installed automatic 
data processing systems, and employed numerous work simplification 
methods to all parts of the Navy management field including the 
area of accounting. In accounting, procedures have been revised, 
automation has been implemented and reports have been revised or 
eliminated, but so far the basic ingredient of all the accounts, 
records and reports--the monetary amounts represented in dollars 
and cents~«-has not been considered. 

Not accounting for the cents has been employed by certain 
segments of the business world for three decades with considerable 
guccess. The concept of whole-dollar accounting has many labor 
gaving aspects which could well be utilized to good advantage 


in Javy acccunting to effect greater economy and efficiency. 
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Concept Loyed for @ Decades 


The concept of whole-dollar accounting has been employed 
for over three decades in private industry. F. A. Shicx, as the 
Comptroller of the Bethlehem Steel Corporation, is credited as 
being the pioneer of the concept. He proposed and installed the 
concept in the corporation in 1927 and except for one minor 
modification, the original instructions are still being followed 
today. Thouzh the concept was a success from the start at 
Bethlehem Steel, it was not publicized nationwide until Mr. Shick 
wrote an article on the subject in 1941. 

Accountants were skeptical of a concept that proposed 
¢liminating the pennies they had “balanced to” for years, and 
slthough sone interest was shown in the early forties, the new 
concept was set aside during war years. After World War Ii, 
interest in work simplification methods increased and accountants 
took another look at the whole-dollar concept and dezens of 
companies adopted the concept without any reported failures. 
During the early fifties, even certain segments of the Federal 
Government became interested in the concept. The Internal xXevenue 
Department allowed the use of rounded off dollar amounts on income 
tax returns, and more significantly, the Post Office Department 
adopted whole-dollar accounting for use throughout its eccounting 


system, and the Naval Research Laboratory, Washington, D. ¢. 
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employed the concept on all of its internal accounts. 

With the advent of electronic computers in the late 
fifties, the emphasis on work simplification shifted to that of 
whole-dollar accounting was again temporarily set aside. 

Pinally in the sixties with the computer becoming common place 

and with information and paper flow lnereasing at tremendous rates, 
the need for efficiency in operations is again gaining importance. 
Iwo major problems have developed in many computer installations-- 
the storage capacity of the computer and the conversion of source 
data into a form that can be accepted by the computer. The 
elimination of cents in accounting records and transactions can 
ald in the reduction or relief of both of these problem areas. 

The work simplification concept of whole-dollar 
accounting simply consists of recording accounting entries in 
whole dollar amounts, at the earliest practicable point in the 
accounting sequence. fhe cents that are thus eliminated are not 
discarded, but rather are accounted for separately or are rounded 
off to whole-dollar amounts. Usually the rounding off process is 
accomplished by reducing the amounts below 50 cents to the next 
lower whole dollar and increasing amounts above 50 cents to the 
next hicher whole dollar. Zven half dollars are rounded off to 
the nearest even dollar. In certain instances experience has 
indicated that other cutting or rounding off points may be 


necessary. 
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The reasoning behind the whole-dollar accounting technique 
is based on the fact that there 15 a point beyond which the 
expense of accounting for cents outweighs their significance and 
where adequate results can still be obtained if records are kept 
within acceptable tolerances. In addition, it is acknowledged 
that many figures in accounting are actually based on estimates 
and to present such amounts down to the penny gives an illusion 


of accuracy which really does not exist. 


Concept Applications 


The benefits gained by the employment of the whole-dollar 
accounting concept depend upon the extent to which it is employed. 
Basically, the concept can be used in all accounts except those 
involving cash or a third person, such as accounts receivable 
and payable, and payroll accounts. Some companies have even 
resolved the problem of dealing in cents in third person acoounts 
by making reciprocal agreements to bill or be billed in whole 
dollars. In addition to the benefits gained in balance sheet and 
{ncome accounts, further advantages can be obtained by using the 
whole dollar concept in financial statements and reports including 
budgets, internal management reports, tax returns and reports to 
the Securities and Exchange QGommission. 

When employing the concept companies account for the cents 
which are dropped or rounded off in various ways. When close 


tolerances of accuracy are not required, the cents are eliminated 
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without any further accounting. In most cases, however, the cents 
are credited or debited to a penny elimination account which has 
been given a variety of titles. Instead of creating a new account, 
some companies have utilized previously established accounts as 
Batimated Uncollectible Accounts Receivable and Commercial Discount 
accounts to account for tne cents. 

Dollars and cents should be separated in the applicable 
accounts as soon as possible in the accounting system. Once the 
cents are eliminated they should never be reintroduced during 
distribution of costs or other internal processing. In the event 
thet additional breakdowns of cost are required, all breaking 
points would be made at whole dollar amounts. Although third 
person accounts are not normally adaptable to the concept, the 
necessary iuternal distributions from these accounts are, for 
example, labor distributions can readily be accomplished in whole 
dollar amounts. 

Unit prices of individual inventory items are usually 
meintained in dollar and cents amounts with the conversion to 
wnole dollar amounts being made in the extension process. Numerous 
issues of single items with unit prices of less than a dollar 
could create distortions if the whole dollar concept is employed. 
Two methods of resolving this problem are to pre-extend the items 
or to make extensions in exact amounts and periodically round off 


the totals accumulated. 
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Advantages and Disadventazes 


The users of the whole dollar accounting have cited many 
advantages of the concept. The major advantages noted were the 
Simplicity and easy implementation, the reduction of work, the 
reduction of errors, the increased productivity, the reduction of 
statement and report time, the improved quality of reports, and 
the improvement of morale. In addition to these advantages, it 
was noted that accounting personnel appeared more wllling to 
come forth with suggestions end improvements which developed into 
improved two-way communications. Although not necessarily an 
advantage, it should be noted that there is no mention of any 
unsuccessful applications of the concept in the readings cited, 
nor had the Controllers Institute in their resé¢arch found any. 
Once a campany has implemented the concept, it has never reverted 
to the old system of accounting for the cents. 

None of the companies that hag employed the concept hes 
reported any mejor limitations or disadvantages. Theoretically, 
theres are some disadvantages possible which might oceur with 
inexperience, though none has ectually been reported. Ttither the 
hypothetical disadvantages did not occur or in the few instances 
in which they did, corrective action promptly eliminated then. 
Among the hypothetlicel disadvantages cited by the skeptics has 


been thet of the development of large variances. ‘This has been 
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disproven by many companies that have employed the concept for 
years with resulting small net variances. Other purported 
disadvantages cited by the skeptics, suoh as, that the concept 
abandons the double entry principle, that the concept will encourag 
carelessness and lead to padding of accounts and that the concept 
is more trouble than it is worth, have all been disproven in the 


actual application of the concept. 


Legality of the Concept 


The legality of the concept in government applications 
has been basically established by the Comptroller General's 
decision which authorized the adoption of whole«dollar accounting 


in the Post Office Department in 1953. 


Conclusions 








the evoncept of whole-dollar accounting hes been employed 
successfully for many years in private industry and also by the 
Post Office Department and the Wavel Research Laporatory, 
Washington, D. %. its advantages outweigh the few purported 
disadvantages. The legality of the concept for governuent 
accounting has been established by the Post Office Department 
adoption which was approved by the Jomptroller General of the 


United States. 
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The accounting system of the Navy closely parallels that 
of private industry except for the appropriation and fund portion, 
aud even there the greatest majority of the accounting is for 
internal Navy purposes. Throughout the Wavy supply and accounting 
system adjustments are effected to correct differences, which 
actually is eccounting within controlled tolerances. Accordingly, 
4% appears that the concept of whole-dollar accounting is 
applicable and adaptable to the Navy accounting system in many 
areas. 

Should the ‘avy adopt the whole-dollar accounting concept 
in its accounting and supply systems, greater efficiency would be 
realized at all levels. A gradual conversion to the utilization 
of the concept for ali internal Navy eccounts and reports could 
be made without complicated trainins or lengthy directives. This 
has been demonstrated by the ease at which the concept has been 
implemented in private industry and government. Initially the 
procedures presently utilized by the Vaval Research Laboratory, 
Washington, D. ©. could be employed by other industrial-commercial 
and modified industrial activities with or without further 
modifications. kext, Stores Returns and all statistical reports 
could be prepared in whole dollar amounts from docuvents containing 
exact dollars and cents. Finally, all internal Navy accounting 


transactions could be accomplished in whole dollars. 
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APPENDIX A 


BETHLSHEM STESL CORPORATION ACOOUNTING ORDER #9 
"BLIMINATION OF CENTS PROM AOCOUNTING RBOORDS" 


This is the only internal directive which the company 
has concerning the application of the whole-dollar accounting 
concept. The procedure was developed in 1927 and has remained 
basically the same except for a minor modification in handling 


merchandise sales. 
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Accounting Manual Div. 2 - See. 9 : Page 1 


Accounting Orders 


101 


102 


103 


Order #9—Elimination of Cents 
from Accounting Records 


ELIMINATION OF CENTS FROM ACCOUNTING RECORDS 


General: 


101.1. The effect of cents values in accounts is deemed of such small importance that 
they should be eliminated from all records except where it is necessary to know the exact 


cents values as in accounts receivable, accounts payable, cash and their controlling 
accounts. 


101.2 The manner of dealing with this problem is treated under the following 
captions: 
General ledger 
Merchandise sales 
Property accounts 
Accounts receivable 
Accounts payable 
Payroll ana cost 


Inter-plant and inter-company transactions 
Reports and forms 


101.3 In the elimination of cents from accounting records the “give and take’’ method 
is applied to amounts in numerous entries which are described in the following paragraphs. 
This method operates as follows: in cases where the cents’ amount is 50 or greater, the 
amount is raised to the next higher whole dollar amount; conversely, where the cents’ 
amount is less than 50 the amount is reduced to the whole dollar amount only. 


General ledger: 


102.1 Since the general ledger must reflect the actual transactions of all accounts, inso- 
far as they affect income accounts and the balance sheet, the cents affecting all avenues of 
accounting work must find disposition through the general ledger accounts. Accounting 
work, however, should be so outlined as to segregate entries into the general ledger as be- 
tween dollars and cents, dealing only with totals. For example: The total amount of 
bills rendered should be obtained as to whole dollars and cents separately, as later ex- 
plained, so that the entry requires charging account 9803-100— Accounts and notes receivable— 
Public with the exact amount of dollars and cents of the billings, crediting account 9823- 
200— Merchandise sales with the full amount of dollars only, and crediting the difference to 
account 9823-490—Commercial discount—Purchases. Thus, 1t will be seen that the accounts 
receivable controlling account, because it controls customers’ accounts which are charged 
in the exact amount of bills rendered, should be in both dollars and cents. The same 


principle applies to Accounts payable and Cash, both of which should be maintained for 
the purpose of exact control. 


102.2 Entries originating in the general ledger division affecting the general ledger 
are usually prepared in whole dollars, although in some cases a debit or credit may be 
in dollars and cents which then requires a debit or credit to an adjustment account. Entries 
affecting Profit and loss should be prepared in whole dollars. In order to prepare state- 
ments and reports cf a general ledger character it is necessary first to prepare a trial bal- 
ance of the exact balances in the accounts, and, for the first 11 months in the year the 
difference between total cents ‘‘Debits’”’ and total cents ‘‘Credits’’ should be carried in a 
Cents adjustment account. In December, however, the balances should be adjusted to 
whole dollars by the “give and take’’ method. 


Merchandise sales: 


103.1 This account should reflect the income from sales and the cost applying thereto. 
The sales value credited to the various merchandise sales classes applving to all products 
should represent the cumulative total whole dollars to the nearest dollar in each invoice, 
or product account of such invoice, applying thereto. 


103.2 The elimination of cents from the merchandise sales product accounts should be 
accomplished through the billing division’s system of invoicing (ref. Div. 9A - Section 5) 
and registration (ref. Div. 9A - Sec. 14), whereby the accounts receivable value (including 
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Div.2-Sec.9: Page? 0 
Order #9—Elimination of Cents Accounting Orders 
from Accounting Records 


104 


105 


106 


cents) shown on each invoice is properly distributed between merchandise sales (dollar) 


value, cents climination, and provisions for transportation, etc. 


103.3 At the end of the monthly accounting period, the accumulation of the amount 
from all register controls should be credited to the merchandise sales account by plant 
and product, while the dollars, onlv, of the accumulation of cents should be credited to 
Merchandise sales—General plant—Cents elimination. The remaining cents should then 
be credited to account 9825-400-—Commercial discount— Purchases. Thus, the accumu- 
lation of all invoices and of all register controls for the month can be summarized by the 
following entry for the procedure set forth above. 


Debit Credit 

Account 9808-100 —Accounts and notes reccivable—Public $33,002.62 
Account 9825-200 —Merchandise sales (various 

product accounts by plant) $32,896.00 
Account 9825-200 —Merchandise sales—(Cents 

elimination, general plant) 1.00 $32,897.00 
Account 9825-400 —Commercial discount——Purchases 4 
Account 9812-2xx —Accounts payable—Transportation (public) Ti.2e 
Account 9815-902 —Provision for sales commission 28.00 


103.4 The procedure for handling merchandise sales accounts is set forth in Div. 9A - 


Sec. 14. The provision for transportation should be accounted for in dollars and cents 
as set forth in Div. 9A - Sec. 13. 


103.5 By this process of using dollars only as product sales value, benefit is derived in 
the distribution of such value by commodities and by sales districts. The elimination of the 


cents in these values has no material significance in determining unit rates of costs, sales 
or profits. 


Property accounts: 


104.1 Property accounts should be maintained in whole dollars, and entries, whether 
from manufacturing operations or purchases, should be originated upon that basis. Credits 
for salvage, dismantling, and depreciation and amortization, and contra entries thereto, 
should also be expressed in whole dollars. 


Accounts and notes receivable: 


105.1 Customers accounts should be kept in the actual amount of the invoice, and 
entries affecting such accounts, whether for invoices, debit memoranda, transportation 
adjustments, or cash, should be entered in exact amounts of dollars and cents. 


Accounts payable: 


106.1 Vendors’ accounts and all entries pertaining thereto should reflect the actual 
amount in both dollars and cents. The amounts of the entries, when listed on a special 
register sheet, should be subdivided between the whole dollars and the cents and separate 
cumulative totals obtained. 


106.2 The total of the cents should be charged to account 9825-400—Commercial dis- 
count-—-Purchases and the total of the dollars should be charged to the operation affected 
where final distribution should be made to the appropriate works ledger accounts such as 
construction, inventories, operating expenses, Ctc. 


106.3. When the whole dollar amount of an entry affecting a vendor’s account should 
be distributed to more than one works ledger account on a percentage basiswitemea, swe 
necessary to adjust the amount obtained for each account by the “give and take’’ method 
‘1 order that each account may be charged in whole dollars but the combined totals of 
the accounts affected should not exceed the whole dollar amount registered. 


€ 103.3 - 106.3 
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Payroll and cost: 
107.1 This division of the work is divided into the following captions: 

Payroll 
Labor distribution 
Stores supplhes distribution 
Material distribution 
Transportation distribution 
Opcrating expense ledgers 
Inventory ledgers 
Works ledgers 
General 


107.2 Payroll: Earnings of employces should be calculated and paid in the exact 
amounts. The distribution of labor falls into three classes; namely, that which should be 
charged to process costs, that which should be charged to job order costs, and that which 
should be charged to operating expense accounts and other miscellaneous accounts. The 
amount of wages under either class should be charged to the respective accounts in whole 
dollars, and the cents difference, through the “give and take’ method, should be charged 
or credited to inventory account Cents elimination. 


107.3. Labor distribution: Labor distribution should be accumulated upon a time and 
amount basis. The time and amounts should be accumulated over periods embracing 5 to 
10 days, dependent upon local requirements, and at such time the accumulated total of the 
hours or amounts charged against each account should be adjusted to a whole hour basis. 
At the month-end the accumulated whole hours should be resolved into whole dollars, 
adopting the method of “give and take’’ for the cents in each extension. 


107.3-1 In exceptional cases, when a distribution involves rendering invoices 
for the exact cost incurred, usually applying to miscellaneous accounts, such as 
account Afiscellaneous services and supplies for others, while the cost accounts should 
be charged in the same manner as all other accounts on the whole dollar basis, there 
should be an additional record maintained for billing purposes only upon a dollar 
and cents basis. 


107.4 Stores supplies distributton: This category applies to miscellaneous stores sup- 
plies mainly of an operating expense character. At the time of their accumulation for cost 
accounting purposes, generally two or three times each month, the credit amount should 
be established in whole dollars, by giving or taking on the net cents in the aggregate of 
all requisitions (by totaling the dollars and cents in the same addition), and the debits 
should also be adjusted to the whole dollar to agree exactly with the amount of the credit 
determined for the value of all stores supplies issued. Requisitions affecting charges to 
account Jfiscellaneous services and supplies for others and requiring the billing of the 
exact cost, should be treated dually, the same as explained for labor, namely, costs should 
be charged on the whole dollar plan, while the exact amount should be accumulated for 
billing purposes. 


107.5 Afatertal distrioution: This category applies to materials other than miscel- 
laneous stores supplies. Charges to cost and credits to inventory accounts covering the 
use of such materials should be accumulated periodically by cost and inventory accounts 
and cents eliminated from the totals of such charges and credits to the respective cost and 
inventory accounts on the ‘‘give and take’ method. Since inventory accounts should be 
maintained on the whole dollar basis the cents can only arise from the individual calcu- 
lations of quantity times unit rate. 


107.6 Transportation distribution: Inbound transportation paid by the works ac- 
counting department should be charged to account Unaudited bills—Transportation, in 
dollars and cents. Charges to accounts should be accumulated in dollars and cents but 
distribution to the various accounts should be in whole dollars on the “‘give and take”’ 
method and the cents remaining charged or credited to account Cenis elimination. 


“2 





oid 


Div. 2 - Sec. 9: Page 4 Accounting Manual 
Order #9—Eiimination of Cents Accounting Orders 
from Accounting Records 


108 


107.6-1 Outbound prepaid transportation should be charged to account Un- 
audited bills—Transportation, in dollars and cents and the total amount of such 
transportation should be cleared from the account each month by a journal entry 
crediting account Unaudited bills—Transportation in dollars and cents, debiting 
account 983x-xxx—TIlTome office in whole dollars, and the cents difference, determined on 
the “give and take’’ method should be debited or credited to account Cents elimi- 
nation. The transfer of the amount of outbound transportation from the works 
ledgers to the general ledgers (home office) should be accomplished by preparing a 
home office journal entry charging account 9812-2xx—Accounts payable—Transporta- 
tion (public), and crediting account 983x-xxx—Home office in whole dollars. 


107.7 Operating expense ledgers: It is apparent, since labor and stores supplies should 
be charged upon the whole dollar basis, and inter-department services distributed or 
charged upon the same basis, that all operating expense accounts should be accumulated 
in whole dollars only. The credits to such accounts, whether to process costs, inter- 
department accounts or manufacturing orders, should also be determined to the whole 
dollar upon the “give and take’’ method. 


107.8 Inventory ledgers: With the exception of the accounts Cents elimination and 
Unaudited bills—Transportation, all the accounts in the inventory ledgers should be on 
the whole dollar plan, even though the unit rate of value is expressed in figures that make 
it impossible to resolve a quantity into whole dollars. The cents of such extensions should 
be eliminated through the method of ‘‘give and take."’ All accounts, with the exceptions 
noted, should be charged and credited in whole dollars. The account Cents elimination 
should reflect all debit and credit cents adjustments arising from entries as previously 
explained. The account Unaudited bills—Transportation should represent the exact 
amount of transportation. The balance remaining at the close of an operating cost period 
should represent the undistributed transportation and should be expressed in dollars and 
cents. 


107.9 Works ledgers: The following accounts in the works ledger should be main- 
tained in dollars and cents: 9801-xxx—Cash, 9803-xxx— Accounts and notes receivable, 9804-xxx 
—Inventories (Cents elimination and Unaudited bills—Transportation accounts only), 
9812-xxx— Accounts payable, 9813-xxx—Tazxes withheld and 9815-xxx—Accrued liabilities (em- 
ployees and public payment accounts only). All other accounts such as property and 
provision accounts should be carried in whole dollars. 


107.9-1 Reports and statements, concerned with the accounts carried in dollars 
and cents, should be prepared in dollars and cents with the exception of report 3— 
Works ledger trial balance which should be prepared in whole dollars, showing the 
accumulation of cents after the caption ‘‘Adjustment of cents.”’ 


107.10 General: All entries to account 9809-210—Inter-company balances—Plani— 
General and account 983x-xxx—IH]ome office should be in whole dollars. If cents must be 
transferred to another plant or division, account Cents elimination should be charged or 
credited on the receiving plant’s journal voucher and account Cents elimination should be 
credited or charged on the forwarding plant's journal voucher. If cents must be transferred 
to the home office, account 9825-400—Commercial discount—Purchases should be charged 
or credited on the home office journal voucher and account Cents elimination should be 
credited or charged on the plant’s journal voucher. 


Inter-plant and inter-company transactions: 


108.1 Accounting for inter-plant transactions (including inter-company billings) 
should be conducted through account 9809-210—Inter-company balances—Plant on a whole 
dollar basis, excepting inter-company billings between railroads, which should be in dollars 
and cents. For end of period accounting the cents should be eliminated by the “‘give and 
take’’ method for statement purposes only. 


108.2 Accounting for inter-company transactions which should be conducted through 
account 9809-100—Inter-company balances—Home office may include dollars and cents, 


§ 107.6-1 ~ 108.2 
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since certain of the accounts involved require this accounting (as explained in previous 
paragraphs). The accounts 9809-100—Inter-company balances—Ilome office and 9809-3xx— 
Inter-company balances—Companies may contain dollars and cents. For end of period 
accounting the cents should be eliminated by the “give and take’’ method for statement 
purposes only. 


Reports and forms: 


109.1 All reports should be rendered on the whole dollar basis, except for reports 
dealing with home office general ledger accounts which should be maintained in dollars 
and cents; forms should be prepared accordingly. 


g 19? ivg9.1 











APPENDIX B 


CORRESPONDENCE CONCERNING IMPLEMENTATION 
OF THE WHOLE=DOLLAR ACCOUNTING CONOEPT 
AT THE NAVAL RESBARCH LABORATORY, 
WASHINGTON, D. C. 


The first letter to the Comptroller of the Navy fron the 
Director of the Naval Research Laboratory requested authority to 
implement the whole-dollar accounting concept. The second letter 
from the Comptroller of the Navy authorized a year trial period 
to determine the applicability based on actual experience. The 
third letter from the Naval Research Laboratory a year later 


reported a successful operation. 
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1 July 1955 
3000-60/55 BHB:age 


Prom: Director, Naval Research Laboratory 
to: Comptroller of the Navy 
Via: Chief of Naval Research (Code 510) 


Subject: "Centleas" accounting procedures applied to the records 
of the Yaval Research Laboratory, request for permission 
to utilize 

Encl: (1) Illustrative cost summary: IBM technique 


i. In order to utilize the advantages of the most modern 
procedures of business<type machine accounting, to present cost 
and financial statements in more easily readable form, and to 
effect maximum savings in processing of accounting records and 
statement presentation, the Office of Comptroller of the Naval 
Research Laboratory has conpleted a study of the most feasible 


application of "centless” accounting to the record functions. 


2. It is proposed to effect “centless” accounting at the point of 
summarization of the weekly details in labor, material, and other 
cost in the machine accounting process; and at the point of 

summarization in the monthly detail of overhead application, leave 


accrual, and income accrual, also by machine accounting process. 
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For illustrative purposes, a sample register of a weekly per diem 
labor summary by which the conversion from detail actual to 


"“sentless" summary will be accomplished, is attached as enclosure 


(1). 


3. By effecting the conversion at this Initial stage in the 
accounting process, the two digits removed will relieve two 
counters in the 15M operation for each stage of processing. The 
subsidiary cost and income ledgers and general ledger controls of 
cost and income wili Likewise be relieved of the two digits. It 
is proposed to maintain a single cost account within the functions 
of the Comptreller to which the pennies differences developed in 
the rounding-off technique will be debited or credited. A single 
eard for each register, cast or income, will be produced from the 
emall difference between the rounded-off total of summaries and 
the actual totsl of details, this card representing the debit or 
eredit to the single account. All processes will remain the game 
as presently operating in the accounting system, with the 
exception that in the multitude of operations in the subsidiary 
ledgers, summarizing registers, postings to control accounts, and 
cost reports, the two digits representing cents will have been 
eliminated, and the ons additional account to which the differences 
will be debited or credited will be added to the Comptroller's 
functions. 

4. The savings anticipated in such a system, and amply proven by 
the experience of private industry by this technique, are as 


follows: 
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a. Two digits of machine accounting will be saved in all 
of the subsidiary records, relieving the two counters in each 
field of the machines in which the money values are registered. 

be Two digits in each fleld of the cost reports: the Job 
Order Status Xeports and Functional Status Reports, for examples, 
will be saved for each money colwan in the reports, relieving 
that many counters in the machine registers. In these two reports 
the saving of machine capacity will be eight counter positions, 
@llowing for better machine utilization than at present. 

CG. Readability of the reports will be increased, making 
them an easier tool for the purpose for which designed: the 
indication of progress by classification cf expenditure against 
the budget planning. 

Gd. Readability of monthly Financial Statements will be 
increased, making them not only a more usable tool for management 
but also increasing the acceptability of their use by reviewing 
officials. 

e. Savings in labor and material in statement preparation 
Will be effected. Forms which at the present time require larger 
then standard 8" x 104" pages for preperation because of multi-~ 
columnar data will be contained on the standard page without 
crowding. Preparation and typing of the Statements will be more 


easily accomplisned, effecting a saving in labor cost on this 
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operation. in this regard, it should be noted that the cents 
represent three digits for each column of figures since the decimal 


point represents one digit in the typing format. 


5S. it will be recognized that the asset and liability accounts 

of the General Ledger will not be effected: costs wlll be reflected 
in even dollars, with the net cents balancing to the liability 
involved recorded in the aceount under the Oomptroller as 

deseribed in paragraph 3 above; income will be reflected in even 
dollars with the net cents balancing to the asset involved in like 
manner, Since the cost reports will be presented in “centless” 
format, it is anticipated that the abstracting of the balance sheet 
items in the Sinanclal Statements will te rounded-off to even 


dollars for presentation purposes. 


6. Permission to effect the program of “eentless” accounting as 
herein presented, effective with the operations of July, 1955, is 


therefore requested. 


Se M. TUCKER 


Ge H. BRED 


By direction 


—— 0lU TN 




















* _ 

OG ey OT GB 
At Nt oe ee OH Ee * 
a ———_ | 


ea Nd tae ee el te Oe 
a oq AK ope ~qemmnmer ee pm 00 beet | 
C1 eee) Oe oe Re Sg ee 
ota”! «= Gee at eh bm 

come te Cee ay Ae ee | Ome 
ee ee oe 
‘eee et me Lie erg Fee et peed 
~~ ll © ate et St eet oe VW A wel 
- © Fenties f Sie ee oe aw of 
—— Ve 

att —- “ew «eae at ali & 


° me i ee ore Cp Cee (he) Ge 
el 

























‘ta oi 
DEPARTMENT OF THE NAVY 


OFFICE OF THE COMPTROLLER 
WASHINGTON 25, D.C. IN REPLY REFER TO 





NCAL34 


wv JULY 1955 
Front Comptroller of the Navy a ase 


Tos Director, Naval Research Laboratory 
Via: Chief of Naval Research (Code 510) 


Subj: "Centless" accounting procedures applied to the records of the 
. Naval Research Laboratory; request for permission to utilize 


~ Refs (a) NRL ltr 3000-60/55 EiB:agg of 1 Jul 1955 with lat end. 
ONR:510:HH:dod ser 15527 of 5 Jul 1955 

(b) Telcon. between E. 4H. Breed NRL Compt. and Martin &. Finney 
(NCA134) of 13 Jul 1955 


1. Reference (a) requests approval of "centless" accounting procedures 
at NRL effective with the operations for July, 1955, based upon the pro~ 
cedures and savings described therein. 


2. From references (a) and (b) it is understood that the adoption of 


~ ®Centless" accounting at NRL would involve the following procedures? 


¢ a. Insofar as costs are concerned, "centless" accounting would be 
effected, by rounding to the nearest dollar, at the time EAI Sumary 
Cards are punched (i.e., weekly for labor, material and other costs; 
nd monthly for leave accrual and applied overhead), Thereafter, all 
costs would be carried in even dollars in the Subsidiary Cost Ledger 
and the Job Orders in Progress Subsidiary Ledgers. The contra liability 
accounts would continue to be carried at actual value and the differences 
resulting from rounding would be debited or credited to a new general 
- overhead cost account to be opened under the cognizance of Office of the 
~~ Comptroller. At the end of each month the balance in this new account 
would be included as a factor in determining the amount of overapplied 
or under applied overhead costs as shown in the statement of retained 
earnings « 


be. Inasmich as all costs would be carried in even dollars in the 
Job Orders in Progress Subsidiary Ledgers, sponsors would be billed on 
this basis and Accounts Receivable - Sponsors and Income from Services 
Billed likewise would be carried in even dollars. 


o. With the foregoing exceptions, all other general ledger accounts 
would continue to be carried at actual value. However, these balances 
would be rounded to the nearest dollar at the end of each month, for 
presentation purposes, in preparing the balance sheet and supporting 
finencial statements. . 
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ubjs "Contless" accounting procedures aprlied to the records of the 
Naval Research L2Loratory; request for permission to utilize 


3. Fron references (a) and (b) it is understood also that significant 


leavinvs are anticipated if the forocoing "contless" accountings procedures 


aro adopted. <A number of EAM counter positions would be relieved, thereby 
improving machino utilization. Savings in labor and material would be 
effected in the preparation of monthly financial and cost statements. 

The edoption of the procedures would result also in improved readability 
in various internal EAM reports and in the monthly financial and cost 
statenents. 


le In view of the anticipated benefits, provisional approvel of the fore- 
coing procedures is hereby jranted, on an interim basis, subject to the 
following conditions: 


ae "Centless" accounting for costs will be effected, by rounding 
to the nearest doller, at the time EAM Summary Cards are punched, as 
described above in subparagraph 2a. 


tbe The NRL Comptroller will establish the abovementioned new general 


overhead cost account, with appropriate account number end title, for the 
purpose of accumulating the net differences resulting from the rounding of 


costse 


ec. Tho entries in this new account will be reviewed personally by 


the NRL Comptroller at the end of each month, to assure that the account 


—_ 


3 


is being used properly and that the balance in the account is not excessive. 


a. The balence in the new account will be shown separately in the , 
monthly financial and cost statements. The entries to the account for the 
current month, and fiscal year to date, will be summarized and commented 


“upon to the extent required. 


es The general ledger balances will be rounded to the nearest dollar 
at the end of each month in tho fiscal year excopt June, for presentation 
purposes, in preparing the balance sheet and supporting statementa. In this 
manner, interim financial statements will be stated in even dollars but the 
final balance sheet and statement of retained earnings at the end of each 
fiscal year will be stated in exact amounts. Because of rounding costs at 


the E/Mi Summary Card level, however, it should be noted that Accounts Receiv= 


able-Sponsors, Joo Orders in Progress, and the Statement of Income and Costs 


* will be carried in even dollars. 


-¢, If the adoption of the "centless" accounting procedures results 
4n a Satisfactory experience, at the end of fiscal year 1956 the NRL 
Comptroller will submit request for permanent approval, through channels, 
with appropriate justification, based upon such actual experience. 
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ONR:510:1H:vhd 
Ser 17361 
2 July 1955 





FIRST ENDORSEMENT on Office of the Commtroller ltr NCA1L34 dtd 20 Jul 1955 


From:: Chief of Naval Research 

To: Director, Naval Research Laboratory , 
Suoj: "“Centless" accounting procedures applied to the records of the 
Noval Research Laboratory; request for permission to utilize 


1. Forwarded. The basic letter contains Comptroller of the Navy approvel 
of the Laboratory's "Centless" accounting proposal, subject to certain con- 
Ltionse 


2. Tie Laboratory will observe all the conditions of the basic Letter. 
In June 1956 the Laboratory will submit to this Office 4 request for 


ification based upon operational experience. This justification should | 
clearly indicate those processes wnere significant savings were experienced 
end the nature of such savings. 


+ 
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28 26 recuested that pormerens eporoval be given to the Leboratacy 
to maintcin the eccounts by this aycicn. 








APPENDIX 0 


EXAMPLES OF LETTERS REQUESTING AGCOURTING 
ADJUSTHSNTS OF LESS THAN A DOLLAR 


The letters are concerned with internal Navy accounting 
adjustments. Consider the time and cost involved on the ships 
preparing the letter, with several copies, filing and mailings 
the letter. Then consider the time and cost of the Navy Supply 
Depot and the liavy Regional Finance Center consumed in research, 


accounting adjustments and correspondence, 
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U. S. 3. CASTOR (AKS-1) 
c/o FLEST PO3? OFFICE 
SAN FRANCISCO, CALIFORNIA 


AKS=2/ 12. Hs bk 
ALLO = 
Ser: (97 4 
25 JUL 196s 
From: Commanding Officer, U.S.S. CASTOR (AKS-1) 
To: Commanding Ofvieer, Naval Sucply Verot, aval Base hewpert, R. I. 


subj: Credit and Debit Invoices; request for 


Ref: (a) BUSANDA Manual, Para. 25090-14 
(b) WREO, S:ul CDIZCO Summary for the month of May 1963 


1. The below listed invoice(*e) was/were forwarded charging USS CASTOR 
‘KS=1 (08551) operating funds. The mat.riil should have been invoiced 

to NSC, Oakland (228), Expenditure Account 51000, Class 224 for USS CASTOR 
AKS=1 (08551) in accordance with rcference (a), 


2. It is requested that a credit invoicc be prepared to offset charges 
against the CASTOR OPTaR and dcbit invoice be prepnred charging NSC, 
Qakland (228), 51000, Class 224, for USS CASTOR AKS-1 (08551). The number 
three and four copies of the debit invoice snd a copy of the credit invoice 
must be forwirded to this activity to be used as »ccountable copics, 


3. The following is submittcd for infernetion purposes: 


Invoice/ Requisition Stores Account Money Value Cog. Group/Class 


08551-3095-64,38 13000 10 28 1005 
Bis pik 


4. Credit for the above s ould indic:te FY'63 accountin, information 
1731804.2410 allotrent 24005/63. 


ANT Wie] _ 


“a paneer 
Copy to: 
Crnohy VPC 
LRFO, 5S... DIEGO 
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Memorandum 
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ro Pr@oal OF finer, APval Sip lira mc, pyNG LY Mivegity @ [en 


Nee print; Ly. i tae 


SoM . Supply Offieer, Ui. l. COltit LDP 2.7 


supjyectr: Finoneial Follow-up, request for 


Hyel: (1) UD Form 134%, Finoneial Follew-up 


a 


1, Heguisition numher N5 117-316>-6019 was submitten by th s ghin 
amring fires! weir 1964. 


Zo It is requested tht a credit be isgued in tre amaurt of 0.8 
Meetisc@t year 1962, It is further request that a ch* Banh? 80.9 


be mide agninst fiseal veur 1964, 


2. This is the second reauest for this trinsaction, 





n ed 
B.S. TIMKO 
LW, SC, USNR 
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U.S.S. JOHN A. BOLE (DD-755) 


FLEET POST OFFICE. 
SAN FRANCISCO, CALIFORNIA Teh Le 
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le AUee 190° 
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U.S.S. OKANOGAN (APA-220) 
FLEET POST OFFICE 


SAN FRANCISCO. CALIFORNIA IN REPLY REFER TO 
Pc 2Ol Xx ae Be 
m Www 
pot) oe J 


ay s 
arene oe OCT 1963 
ron: COhgan ung Orticer, Vou OWN, (Galt (APA-72U) 
eye ‘one in . Of .cer, daval supply De vot, Wewport 5 weet 1: Lops 


Subj: summery Charge; request for correc ion 


Me tThe ollo sane summery nao pech received nu require: orre chia: 25 
feagee ft pdbugriirh 


rau, o1lbhs hubusl T9ICORAEE to? 
cuir tLe AGLIVib : G8 
‘gw Cou: LD 
Uhargedi le aculvily : L756 
Mock “hutteen: IN5910~—bb mp 
Te he: eho 
iy wae i WUTC Is NOL] >Omb ie Ge 
* fe uvo.e document 1s churcgeut Le to 5 % 
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; U. S. S. LOFBERG (DD-759) _ we 
C/O FLEET POST OFFICE er 
SAN FRANCISCO, CALIFORNIA DD759/PK/ym 
7303/7230 
Ser: : 
9 APR 19; 
From: Communuing Officer, U.SeS. LOFBERG (UD-759) 
Tos Commanding Officer, Juval Supply Depot, Naval Base, Newport, 
ke 1. Attn: Fiscal Cfficer 
subj; Unmetched expenditures; request for correction of 
1. Correction of erron@ous charges is requested concerning the foll- 
owing listed expenditures summarized by NRFO, S:n Diego for September 
1962: 
CUG oYMBOL, F&SN FUND ISSULIG 
Rug UIGIZLON NO. CODE ACTIVITY AMOUNT RFMARKS 
peco5 472 BB 298 $22250 See Note #1 fay 
N® G05=551-1405 i 
52851452 BB 298 $1.45 See Note #1 “5 + 
N5905-v08-37 49 - 
32651758 BB 298 $1.40 See Note #1 
N 5905-5 59-4640) 
32852024 BB 298 3 45 See Note #1 
N5910=270-485:3 
22052517 BB 290 $3 60 See Note #1 
N 5910-806 -066~ 
32853020 BB 298 $ 39 See Note #1 : 
N591C-3519-5158 
2092075 BB 298 $3.40 See Note #1 
N5910=823-1695 
328543128 BB 298 $ 59 See Note #1 
N5920-254=775') 
$2850358 BB 298 $ .08 See Note #1 
N5935-513~-7419 
32853905 BB 298 #502 See Note #1 
N5935-631-3262 
52854010 BB 298 » 2.80 See Note #1 
N5935=707-7966 


32854031 BB 298 ¢ 1.20 See Note w 1 
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DD759/PK/ym 
7303/7330 
N59 5d 290P 2 APE, 
32054057 BB 298 $4.00 See Note #¥ 1 
N594OHP 2-67 25 
5, d54142 BE 298 $6.40 See Note # 1 


Note #1: kKeguisitions submitted to NSC, Oakland as “initial allowance 
of repair parts-churge BUSHIPS COSAL allotment" refereiuce 
BUSUIPSINST 7325.2C Ch. IV. Charge: 1721804.2420 allotment 
number 42225 expenditure account number 13000 fund code PB 
and project code C02. a 


a 


wr yA Pa 


We. R. HARTMAN 


Covy to: 
COMCURU DES PAC y 
“Kro, ©oDITEGO 


“raw 





APPENDIX D 


COMPTROLLER GENERAL DECIsIon 
$=116194 OF OCTOBER 5, 1953 


This Comptroller General's decision cites the fect that 
transactions between government agencies are considered as 
adjustments between appropriation and accounts, as compared to 
payments te private concerns where an overpayment could result in 


a financial loss to tne United States. 
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COMPTROLLER GENERAL OF THE UNITED STATES 
WASHINGTON 28 


Bell619, ssi. October 5, 1953 


Cd 


Major Je Ue Cook, Jr., USAr, :isbursing Officer 
throusn idrector of rinance 
bepartment of the Air Force 
Washington chy Le Ce 
Lear .tajor Cooks 

By letter dated July 9, 1953, the Lirector of rinance forwarded 
to this Office your letter of larch 26, 1953, with enclosures, re= 
questing a decision as to vhevher the voucners in payment of ine 
voices iOS 9 1-106, 1-63 9 1-540, 2-1=56k, ll-l-15, ll-1-15, ti-l-17 
ang 10-1-59, from the “anana Canal Company, which were attached to 
your letter, are proper for payment. 

it is stated in your letter that the questions at issue on these 
vouchers fall into the following catesories, which are considered in 
the order presented. 

"a, Is it obligatory upon the rinance Officer to require that 
the “anama Canal Conpa.y furnish a detailed breakdowm, by classifica~ 
tion and actual rate of pay (in the case of labor), description and 
unit orice (in the case of materials) and basis of determination of 
‘other’ costs, on bills rencered by the Panama Canal Company?" 

The answer to this question would depend upon the teras of the 
agreement. It must be resembered that both the Panama Carnal Company, 
which was created a body corporate as an agency and instrumentality 
of the United States (section 245 of Title 2 of the Canal Zone Code) 


and the Lepartment of the Air “orce, are instrumentalities of the ae 


Federal Government. Payments by one to the other represent adjustments 





Be116194 


between appropriation and fund accounts of Government agencies as 
distinzuished from payments to private concerns where an excess 
payment might result in a financial loss to the United States. To 
require the Company to furnish the described detailed breakdown in 
all cases would increase overhead costs which, in turn, would be 
passed on to the Lepartment oi the Jir Force. While it would seen 
preferable for a detailed breakdown to be furnished in some cases, 
especially where no or very little additional overhead costs wuld 
be incurred, such as where specific lists of materials and supplies 
vere purchased or possibly in the construction of a facility, there 
are other cases where it would be costly, impracticable, and serve 
little purpose to supply details of the several elements of cost. 
Answering this question specifically, it is not obligatory upon the 
finance officer to require a detailed breakdown in the absence of a 
provision in the agreement to the contrary, assuming that it is de- 
termined that the overall services were rendered to the extent reim= | 
bursement is requested. See £=5236, November 17, 19l4. 

"D. Are transactions between the United States Air Force and 
the Panama Canal Company, a wholly-owned Government corporation as 
Gefined in the Government Corporation Control Act of 1945, governed 
by the Economy Act of 19327 * x *" 

Since the Pantna Canal Company was created as an acency and 


instrumentality of the Government, there seems no doubt that, as axh, 


it is an “independent establishment of the Government" within the 
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meaning of that tern as used in section 601 of the Economy Act, 7 

Stat. 4l7,as aendeg 31 0.5.0. 656, notwithstanding its corporate 
form. The service here involved may have been performed under the 
autnority of that act. Horever, such services also could have been 
rendered by the Company under the authority of section 2h9 of Title 2 

of the Canal Zone Code to "make or furnish gales, services, equipment, 
supplies and materials * * %* to agencies of the Government of the United 


States." Your question is answored accordingly. 


"c. If the tconony Act applies, does the provision of such act 
that: 


hithe anount to be paid shall be based on actual cost of supplies 


or services as apreed upon by the cevartments or agencies 
concerned! 


"orecluce tiie addition to direct costs by the Panama Canal Comoany 
of an overhcad rate admittedly computed on a theoretical, hypothetical 
or estimated basis which includes, depreciation, interest and re~ 
serves and is intended t recover not only the operating costs of the 
corporation but the net cost of operating the Canal cone Government 
as vell? Vould not payment of such an overhead charse be in contra- 
vention with Section 3676 of the Revised Statutes (Title 31, Sec. 628, 
U.S.C.) which requires that: 


utAll sums appropriated ror the various branches of expendi~ 
ture in the public service shall be applied solely to the 
objects for which they are respectively made and for no others!?" 
Regardless of whether tne services were rendered under section 
601 of the Econouy Act or section 2h9 of Title 2 of the Canal Zone 
Code, the Company would stili be required to attempt to collect all 


of its costs, including a part of the cost of the Canal Zone Governzent. 


=3- 
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Section 601 of the Economy Act provides for the recovery of "actual 
costs" as determined by the asencies and it has been held that that 
term "actual costs" includes, in addition to direct costs, the in 
cirect cost proportionately allocable to such services. 22 Comp. Cen. 
7h. The legislative history of the act of September 26, 1950, Public 
Law O41, Slst Congress, which reorganized the Panama Railroad Company 


and renaned it tne Panama Canal Company, makes it clear that the Com 


|| pany is required to be self-sustaining and to reimburse the United 
fo} 
7 Eistates Treasury for the cost ox the Canal Zone Government. The Cone 


‘ 
{ 
ry 


mittee on vierchant Karine and t‘isheries, House of Representatives, 
in its report, H..Kep. 2935, Slst Conzress, on H. Kk. 6677 (enacted as 
Public Law 641) specifically noted the language in the Sureau of 
the Budget's report appearin: in H. Loc. Noe 460, as follows: 

N % # 4% Sales or services between divisions of the Company, 
or between tho Company and the Canal sone Covernment, should be charzed 
as nearly as possible at thc cost of producing such goods or services, 
excludins interest and the Company's share of the cost of civil zoverne 
ment. Sales and services to all others, including Government agencies, 
should be at prices over cost which may reasonably be expected to 
cover, in the aggregate, the interest on the Covernment's investment 
and the Company's share oi the expense of civil covermment and related 
activities." 
In view thereof, it is believed that the cost, to be recovered by the 
Company, should be expected to cover, in the aggregate, the interest 
on the Government's investiucnt and the company's share of the expense 
of civil government and related activities in addition to other costs. 


It apparently was contemplated that Covernment agencies be charged 


generally on the same basis as private concerns in this respect. Zoth 


olin 





B-11619), 


questions are thus answered in the negative, although this Orfice 
is not aware of what you refer to as "theoretical, hypothetical or 
estimated" basis for determining indirect costs. 

"dd, If applicable, does the Economy Act restrict the Panama 
Canal Conpeny from submitting a firm bid when such transaction is 
in competition with privately-owned comnercial organizatiors cap= 
able of furnishing the sanc supplics or performing the same services? 
In this connection, it has becn evidenced in some cases that by 
awarding work to the Panama Canal Company, who submitted the lowest 


bid, the Air Force was charved a sreater amount than would have been 
the case had the firm bid been accepted." 


Section 601 of the Economy Act specifically provides that the 
transactions thereunder shall be on an "actual cost" basis as asreed 
upon between departments or azencies concerned, and it has been held 
that the methods of ascertaining the amount of the "actual cost" are 
primarily for determination by the asencies concerned. As long as 


the amount asreed upon results from a bona fide attempt to determine 


‘the actual cost and, in fect, reasonably approximates the actual cost, 


no objection to payment in the aaount agreed upon will be made by 

the General Accounting Office. There undoubtedly are transactions 
where the "actual cost" may be determined in advance with a reasonable 
Cecree of certainty, and, in such cases, section 601 of the Economy 
Act would not preclude the submission of a firm bid by the perform- 
ine agency. But a firm bid under that section would be precluded 
where the actual cost could not be ascertained in advance with a 
reasonable degree of certainty. Cuestion d. is answered accordingly. 
However, it may be stated that the Panama Canal Company could make 


firm bids on materials, supplies or services to be furnished Covernment 


aS as 
f 
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a,encies under section 249 of Title 2 of the Canal Zone Code, provided 
that the bid is in an amount expocted to cover the costs of the material, 
supplies or services, including the interest on the Government's investe 
ment and the company's share of the expense of civil govermment and re~ 


lated activities. 


"'e. Again, if the Lconomy fet avplies, does not the provision 
or such act as quoted in c. zbove infer that a bilateral, formal 
acreement snould be entered into between the requisitioning and 
requisitioned agencies which would set out the manner of requisi- 
tioning ana the prices to ove charged?" 

It consistently has been held that section 601 of the Econozy 
Act contemplates that a vritten order or apreement in advance will 
be entered into by the responsible administrative officer of each of 
the departments or agencies. 13 Comp. Gen. 23h, 15 id. 32; 24 id. 420. 
In answer to question e., it may be stated that the manner of requi-~ 
Sitioning materials or supplies anc the method of cstermining the ace 
tual cost undoubtedly are proper elewents for inclusion in the required 


agreenent. 


"f, If the “Economy Act does not apply to transactions with the 
Panama Canal Company, should the vouchering procedures applicable to 
regular comnercial accounts apply, including mandatory audit of cost-= 
reimbursement type transactions when necessary?" 

Question £. is answered in the negative since, irrespective of 
whether the Economy Act is applicable, the payments are still be- 


tween instrumentalities of the Government and represent mere adjust- 


. ments between appropriations and fund accounts of Government azencies. 


It may be stated that tho accounting system of the Panama Canal Company 


is now being revised, which, when completed, will provide a better basis 
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for determining the cost or material, supplies and services furnished 
to Covernmcnt agencies. 

The vouchers enclosed in your letter, which are returned herewith, 
represent mere partial payments under the various contracts involved 
and are proper for payment, if it is cotermined that services have 
been rendered in accordance with the terms of the contracts to the 
extent reinbursement is requested and the certificate of the contracte 
ing officer is signed, except that the voucher in payment of invoices 
Nos. 10-11-59, 12-1-15, ll-1-16 and 11-11-17, should be inthe amount 
of 04,434.35 instead of (4,434.25. 


Sincerely yours, 


lindsay ©- Warren 


Comptroller General 
ox the United States 


Enclosures 








BIBLIOGRAPHY 


Public Documents 


Budget and Accounting Procedures Act of 1950, 64 Stat. 834, 31 
U. S. 0. 6&5, See. 113 (b). 


UG. S.~ Civil Service Commission, 1e F ral o er Service . « » 


Your Service, 1963. 
Ue. Se. Gode Annotated. Title 31, Chapter 11, Section 686. 





U. Se. Navy Department. e Su es and Ac ts nual, 
III, (February, 19460), Rev.). 


- Navy Budget Digest, Nav Exos P-1355, (December, 1963). 


. ae Comptroller Manual, 3, Nav Bxos P-1000, (April, 
1952 ReVe}e 


Supply Corps 








U. S. Title 26, Internal Revenue, (1954), See. 6102. 


New York: Harper 


Bureau of Naval 


Heckert, J. Brooks. Ihe Analysis and ORES of Distribution. 
New York: The Ronald Press Company, 1955. 


Kohler, Erie L., and Wright, Howard W. Accounting in the Federal 
Governuent. Snglewood Cliffs, N. J.: Prentice-all, inc., 
1956. 





119 









: 





lla hac 





120 


May, Florence A., and Klingman, Herbert F. Whole-Dollar Accounting 
Hew York: Controllership Foundation, 1957. 


Articles and Perlodicals 


Adame, L. fF. “Oentslese Accounting, " can Business, (April, 
i951), p. 38. 


» “Centsless Accounting," Credit an 


(April, 1950). 


"“Sentsless Accounting, " 


(November, 1951). 


. "The Practice of Penny Elimination,” National 
SP Eis of Cost Accountant's Bulletin, (April, 1950), 
PP » ” . 


"This ee Sliminates Pennies: Cuts Cost, ” 
283 DS SONS 


nb, (May, 1951), ppe 53-59. 


"Airline Uses ‘Penny Blimination'’ in 40 to 50 Surrencies, " 
‘ The Gontrolier, (March, 1954), pp. 132-133. ; 


Archerd, Wayne R. “An Application of Whole Doller Aecounting, " 
Netional Association of Cost Accountant's Bulletin, 
JANULYY , LYS 9 PPe OC (= re 











Barber, Raymond J., Jr. “Does Your Accounting Make Cents?, " 
jational A tion. tant's Bulietin, 





Barnard, 5. S. "“Whole-Dellar Accounting-<in Application, ” 
re apts of “93% Accountant's Bulletin, 
Auguet, 1955), pp. L704— 0. 

Birkhold, Robert H. "“Cents-Less Accounting," The Internal Auditor, 
(June, 1953), pp. 72-78. 


» ‘Cents-Less Accounting An Exchange of Ideas, ” 
tha Internal Auditor, (September, 1953), pp. 7374. 


_.. "Penny Hlimination,” The Sontroller, (April, 1952), 
pp. 162164, 


Brinkley, Rawn. "Caleulating to Significant Digits Only, " 
Association of Cost Accountant's Bulletin, 






















a 





alee 2 
ee =," 
ee he LSS ot — 
Ld i + 
ma - 


ee" 
Va, ze 


oe Sw —-<> i — 









err roa e 








_. 


i = eo) See 

- oe a ae - | “selene ae 

— = <le, at he _ +a 
(nk Pe 


——_ 


00 Nel omen: 


-— i 


























eres» Bs ey "hb ot ro 


a) a, — — — oat aly 


a wee rh lt 
— eh Ue i i ain mae 


_ * _ = 














— -. ~~. 0 «ft oe ee 


1 a ee ed 
a a af 





— > mh 










* Ae eee Sara era’ &- ee —— 
ee — Fy 








L2l 
_—— Accounting," fhe Journal of Accountancy, (May, 1950), 
) De 3 


* 


“Oents~Lese Accounting: An Exchange of Ideas," The Internal 
Auditor, (September, 1953), pp. 72-76. 


"Centsless Bookkeeping Saves Dravo Money," Business Week, 
: (February 11, 1950), p. 26. ; 





Davis, Marion & "“Summery of Centsless Accounting, “ Woman O.P.A. 
(August, 1959), pp. 6-d. 
Dillon, John H. Re of Menarement of the Dey ment of the 


Review : 
Wavy, (Washington, D. C.: Savy Department, 1962). 


Draping of Cents," Sanadian Chartered Accountant, (January, 1942), 


"Blimination of Cents,” The Journal of Acco noy, (August, 
‘ 1937), D. 92. , 


Ford, ?. ¥. “Penny Hlimination, ” 
1955), Pp. 23825. ‘ 


Freeman, §&. Steward. “Yo Sense in Sents,” The Journal of 
Accountancy, (November, 1941), p. 455. 


Frost, Jaues 5. ene for —_e to iwhole~Dollar Accounting 


Nations] Association of Accountants Bulletin, (August, 1961), 
PP. 09-0, 


Souipment News, (August, 





waaenese?, gone Kn "Gents-Leas Accounting Makes Sense, 
dian tered 4 ntent, (October, 1956), pp. Seearze: 





Greaney, ©. J, "Blimination ef Cents," The Journal of 
Accountancy, (November, 1937), pp. 299-300. 


Harriman, John. "Goodby Pennles«~Business Considering Dollar 
Policy to Sliminete Cents," Boston Sunday Globe, 
(March 14, 1954), p. Del. - 


Hicks, Paul I. "Sxperience with Significant Digit Accounting, " 
Hospital Asceounting, (October, 1960), p. 15. . 


Horschler, Paul J. “liminate Pennies-~«Save Dollars," National 


gesogactson of Accountants Bulletin, (January, 1960), pp. 
Sf -OL 







AL ee tm | 
a ERT 
= i  -— 
ahons —_—— —— 
on 
suatiaspemibepnnpemaas Xa a ; 
ee ee 
| ery er oa 
Pe. ite oe 
i” a. —F — * 
TS a aE 


| A a A 
ee a a> «= a 


a « a ae 


—_— ee = Ce —.- 
——E———————_ 2S 5 . = 
= SS = 


— a 7 ae a 
<a — —— eae” a 


gg ee jal nnn 

















— 













= 04 eee 
lew 





122 
Horschler, Paul J. "Blininate Pennies-~Save Dollars,” National 


Public Accountant, (March, 1960), pp. 46. 


Jordan, & C, "Penny Elimination in Accounting Reeords: A Case 
Report,” The Controller, (May, 1952), pp. 222229, 


Joynt, R. L. Be "“Penny-wise Accounting," Car 
Accountant, (March, 1953), pp. 121-125. 


Martin, Ralph Aw. “Where and How to Save Clerical Cost,” 
Gontrolhiag Offic uetion, No. 140, (New York: .American 
Management Association, i955). 


MeCue, ©. B. “Gentsless Accounting," Whole«Dollar SOs 
(New York: Gontrollership Foundation, 1957), pp. 519-324, 









"No Cents May Save Us Dollars," The Bureau Supplies and Accounts 
NewsLetter, (February, 1951), p. in 


"Ho Sense in Gents," fhe Journel of Accountancy, (October, 1941), 
* De 292 « 7 


"Others Say ‘Jents-less is Sensible,‘'” Manacement Methods, 
(June, 1954), De af 6 


"Penny Hliminetion,” The Internal Auditor, (June, 1950), p. 20. 





"Pennyless bookkeeping Solves Accounting Delays," American 
| Business, (November, 1954), p. 13. ' 


Seawell, Vann I.. “Significant--Digit Aecounting for Hospitals-- 


Gents or Non-ecnts?,” Hospitel Accounting, (May, 1959), 
Pde 16+17 ° 


Shick, fF. A. “The Sliminetion of Cents from Accounting Records,” 
fhe Journal of Accountancy, (November, 1941), pp. 400403. 


"Source Date Automation Progran," Data Processing for Management, 
(September, 1963), pp. 3639. 


"“whole~Dollar Accounting Studies,” Ihe Usntrolier, (December, 
1957}, pe 592. 7 
OF x a 


Woodbridge, John Be Hiow Cents-Less Aecounting saves Money for 
Pan American, " Mauacement Ketheds, (dune, 1954), bp. 21-22. 
















<a ms , | ——— 
eT eee ole 
<ined . Pentel ari | , | 
| le. e- SS 
ES eee 
— > os 
a a he 


* = _— = 
al’ a» atid [/—l—e———— Ee & _ 


ee : si ne -, 


-* 














ea? =e Oe  « , 
.e—- a 


0 a ee me r 





123 


Other Sources 


Interview with £. H. Breed, Comptroller, Naval Research 
Laboratory, Washington, D. O., April 28, 1964. 


interview with Edward J. Mehonsy, Associate Director, Accounting 
—— ateff, General Accounting Office, Pebruary 12, 


Interview with John W. Moore, Counselor, General Accounting 
Office, February 12, 1964, 


Interview with Robert L. Rasor, Associate Director, Accounting 
Auditing Steff, General Accounting Office, February 12, 1964. 


Interview with Benjamin Wostein, Director of Postal Rates 
Division, U. S. Post Office Department, February 7, 1964. 


Letter from d. #, Askew, Controller of the Post Office Department 
to Walter @. Dewey, January 14, 1954. 


Letter from ¢, BU. NeGue, Treasurer-Controller, Minneapolis Star 
and Tribune, Minneapolis, Minnesote, Moreh 30, 1964, 


Letter from fobert 5. Melaren, Assistant Controller, Dravo 
Norporetion, March 12, 1964. 


Letter from Arthur J. Points, Controller, ashland 011 and Refining 
Company, Ashland, Kentucky, Hareh 16, 1964. 


Letter from H. Jd, Sanborn, Administrative Agsistent, Pan American 
Yorld Airways, March 17, 1964. 




















Tn 


3 2768 001 92349 3 


EY KNOX LIBRAR’ 





